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THURSDAY,  NOVEMBER  30,   1944 

United  States  Senate, 
g^mbhttee  on  banking  and  currency, 

Washington,  D.  C, 

The  committee  met  at  10:30  a.  m.,  pursuant  to  call,  in  room  301 
Senate  Office  Building,  Senator  Eobert  F.  Wagner,  chairman,  pre- 
siding: 

Present:  Senators  Wagner  (chairman),  Maloney,  Maybank,  Taft, 
Butler,  Capper,  Buck,  and  Hawkes. 

The  Chairman.  The  committee  will  come  to  order.  We  are  con- 
sidering S.  2176,  to  amend  the  Emergency  Price  Control  Act  of  1942^ 
as  amended,  with  respect  to  the  control  of  rents  for  business  accom- 
modations. 

(The  bill  under  consideration,  S.  2176,  is  as  follows:) 

[S.  2176,  78th  Cong.,  2d  sess.] 

A  BILL  To  amend  the  Emergency  Price  Control  Act  of  1942,  as  amended,  with  respect  to 

the  control  of  rents  for  business  accommodations 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assemWed,  That  sections  2,  4,  202,  and  205  of  the  Emer- 
gency Price  Control  Act  of  1&42,  as  amended,  are  amended  by  adding  "or  business 
accommodations"  after  the  term  "defense-area  housing  accommodations"  wher- 
ever that  term  appears  in  those  sections. 

Sec.  2.  (a)  Section  302  (e)  of  the  Emergency  Price  Control  Act  of  1942,  as 
amended,  is  amended  to  read  as  follows : 

"(e)  The  term  'defense-area  housing  accommodations  or  business  accommo- 
dations' means  housing  accouMnodations  or  business  accommodations  within 
any  defense-rental  area." 

(b)  Section  302  (g)  of  the  Emergency  Price  Control  Act  of  1942,  as  amended, 
is  amended  to  read  as  follows : 

"(g)  The  term  'rent'  means  the  consideration  demanded  or  received  in  con- 
nection with  the  use  or  occupancy  or  the  transfer  of  a  lease  of  any  housing 
accommodations  or  business  accommodations." 

(c)  Section  302  of  the  Emergency  Price  Control  Act  of  1942,  as  amended,  is 
amended  by  adding  the  following  new  subsection : 

"(1)  the  term  'business  accommodations'  means  any  building,  structure,  or 
part  thereof,  or  land  appurtenant  thereto,  or  any  other  real  or  personal  property 
rented  or  offered  for  rent  for  business  purposes,  together  with  all  privileges, 
services,  furnishings,  furniture,  and  facilities  connected  with  the  use  or  occupancy 
of  such  property." 

The  Chairman.  We  have  a  rather  large  calendar  here,  but  will  da 
the  best  we  can  with  it.  I  do  not  want  to  limit  any  witness,  but  hope 
the  witnesses  will  limit  themselves  a  little  bit. 

•Commissioner  Platzker? 

Mr.  Platzker.  Yes,  Mr.  Chairman. 

The  Chairman.  Come  around  and  take  a  seat  by  the  committee 
reporter,  please.  ^ 
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Mr.  Platzker.  Thank  you,  Mr.  Chairman. 

The  Chairman.  Commissioner,  what  is  your  title? 

Mr.  Platzker.  Mr.  Chairman,  I  am  assistant  commissioner.  De- 
partment of  Housing  and  Buildings  of  the  City  of  New  York,  and 
chairman  of  the  Mayor's  Committee  on  Rents. 

The  Chairman.  You  represent  the  mayor  in  this  hearing,  do  you? 

Mr.  Pl^VTZKER.   I  do. 

The  CH.\IR^rAN.  Will  you  just  take  a  seat  and  proceed  in  your 
own  way? 

STATEMENT  OF  JOSEPH  PLATZKER,  ASSISTANT  COMMISSIONER, 
DEPARTMENT  OF  HOUSING  AND  BUILDINGS  OF  THE  CITY  OF  NEW 
YORK,  AND  CHAIRMAN  OF  THE  MAYOR'S  COMMITTEE  ON  RENTS 

Mr.  Platzker.  Mr.  Chairman  and  members  of  the  committee,  on 
behalf  of  Mayor  F.  H.  LaGuardia,  I  appear  in  support  of  Senate  bill 
S.  2176  which  would  amend  the  Emergency  Price  Control  Act  of  1942 
by  adding  the  control  of  rents  of  business  and  commercial  space. 

Numerous  manufacturing,  wholesale,  and  retail  trades  in  New  York 
€ity  have  been  hard  hit  by  rent  gouging.    A  partial  list  follows : 

1.  Manufacturers     of     women's     and   28.  Manufacturers  of  window  displays. 

men's  clothes.  29.  Manufacturers  of  X-ray  apparatus 

2.  Manufacturers  of  infants  and  chil-  and  supplies. 

dren's  wear.  30.  Manufacturers  of  costume  jewelry. 
a  Manufacturers  of  undergarments.       31.  Manufacturers  of  diamond  tools  for 

4.  Manufacturers  of  ladies'  hats.  industrial  purposes. 

5.  Manufacturers  of  shoes.  32.  Manufacturers  of  beauty  shop  sun- 

6.  Manufacturers  of  raincoats.  dries. 

7.  Manufacturers  of  knitwear.  33.  Manufacturers  of  woven  labels  and 

8.  Manufacturers  of  uniforms.  tickets. 

9.  Manufacturers  of  furs.  34.  Manufacturers   of  jewelry. 

10.  Manufacturers  of  belts.  3.5.  Manufacturers  of  dress  ornaments. 

11.  Manufacturers  of  aprons.  36.  Wholesale  woolens. 

12.  Manufacturers     of     buttons      and  37.  Converters    of    cotton    and    rayon 

buckles.  fabrics. 

13.  Manufacturers  of  plastic  products.       38.  Wholesale  trimmings. 

14.  Manufacturers  of  drug  products.         39.  Jobbers  of  pai)er  goods. 

-VS.  Manufacturers  of  cosmetics.  40.  Stitchers,     pleaters,     and    embroi- 

16.  Manufacturers  of  leather  goods.  derers. 

17.  Manufacturers  of  school  bags  and   41.  Cabinetmakers  and  alteration  con- 

utility  bags.  tractors. 

18.  Manufacturers  of  lamps  and  shades.   42.  Plumbing  and  maintenance  supplies. 

19.  Manufacturers  of  furniture.  43.  Floor  covering  and  tile  contractors. 

20.  Manufacturers  of  metal  products.        44.  Jobbers  of  leather  goods. 

21.  Manufacturers  of  mechanical  appli-'  45.  Photoengravers. 

ances.  46.  Printers  and  publishers. 

22.  Manufacturers  of  strainers.  47.  Commercial  photography. 

23.  Manufacturers  of  insulated  wire.  48.  Fur  dyers  and  blenders. 

24.  Manufacturers  of  toys  and  novelties.   49.  Artificial  flowers  and  novelties. 

25.  Manufacturers  of  paper  boxes.  50.  Trucking. 

26.  Manufacturers  of  braces.  51.  Retail  druggists. 

27.  Manufacturers  of  optical  goods.  .52.  Retail  grocers. 

The  Chairman.  Mr.  Platzker,  would  you  rather  complete  your 
statement  before  any  questions  by  members  of  the  committee  are  pro- 
pounded to  you  ? 

Mr.  Platzker.  Whatever  you  say. 

The  Chairman.  Wliat  would  you  prefer  ? 
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Mr.  Platzker.  I  would  prefer  to  go  on  with  my  statement,  but  will 
be  very  glad  to  accommodate  myself  to  the  wishes  of  the  members  of 
the  committee. 

The  Chairman.  All  right.     You  may  proceed. 

Mr.  Platzker.  Unless  these  and  other  trades  and  businesses  are 
given  protection,  rising  costs  are  bound  to  follow  after  the  end  of 
January  1945 — when  the  new  leases  become  effective. 

The  earliest  possible  approval  of  Senate  bill  S.  2176  and  a  roll-back 
of  business  and  commercial  rents  to  the  level  of  January  1,  1944,  is, 
in  my  opinion,  a  vital  necessity  if  we  are  to  effectively  control  inflation. 
The  Kent  Division  of  the  O.  P.  A.  is  capable  of  taking  on  this  addi- 
tional responsibility. 

Most  business  firms  in  New  York  City,  particularly  those  occupying 
loft  space,  have  nowhere  to  move  if  they  should  attempt  to  defy  the 
rent-gougers  and  insist  upon  a  fair  means  of  negotiating  lease  renew- 
als. Vacant  space  in  loft,  factory,  and  storage  buildings  have  never 
been  so  scarce  in  the  history  of  this  metropolis.  Of  its  approximately 
500,000,000  square  feet  of  loft,  factory,  and  storage  space,  for  instance, 
the  vacant  areas  even  6  months  ago  represented  less  than  half  oi 
1  percent. 

I  should  like  to  emphasize  that  small  business  occupies  almost  75 
percent  of  the  loft,  factory,  and  storage  space  in  New  York  City. 
However,  only  a  small  percentage  of  the  small  business  firms  own  the 
premises  they  occupy ;  most  of  them  rent  the  required  space  by  the  year. 

Many  loft  areas  in  New  York  City  are  100  percent  rented  and 
frankly  we  are  confronted  with  a  greater  demand  for  loft,  factory, 
and  storage  space  than  is  available. 

The  tremendous  absorption  of  commercial  space  during  1943  has 
given  a  tremendous  impetus  to  speculative  buying  and  selling  of  these 
buildings — at  a  rate  that  has  not  been  equaled  since  1929.  It  is 
widely  predicted  that  the  turn-over  in  these  properties  during  1944 
may  exceed  the  turn-over  during  booming  1929.  But  the  assessed 
valuation  of  commercial  properties  have  been  reduced  since  1929  any- 
where from  20  percent  to  more  than  50  percent.  Mortgages  on  many 
of  these  buildings  have  been  substantially  reduced  since  1929.  The 
basic  tax  rate  for  real  estate  for  the  fiscal  year  beginning  July  1, 
1944,  is  2.74,  or  the  lowest  basic  tax  rate  since  1937. 

Yet  we  are  face  to  face  with  skyrocketing  rentals.  Unless  they 
are  checked  by  Federal  rent  control,  we  are  bound  to  witness  over- 
mortgaging  due  to  overappraisals.  Many  applications  are  already  on 
file  with  insurance  companies  and  savings  banks  for  increased  mort- 
gages, but  action  on  most  of  them  is  being  delayed  pending  the  out- 
come of  this  proposed  legislation.  We  are  definitely  threatened  with 
a  repetition  of  a  foreclosure  era,  within  a  few  years,  similar  to  the 
one  that  followed  after  1929.  A  vast  number  of  bankniptcies  of  small 
business  firms  may  also  follow  as  soon  as  they  find  themselves  unable 
to  meet  an  overhead  that  is  far  above  normal. 

The  seriousness  of  rent-gouging  of  business  and  commercial  tenants 
in  New  York  City  was  clearly  evidenced  in  the  testimony  already  given 
by  tenants  and  trade  associations  at  four  previous  public  hearings  be- 
fore governmental  bodies  this  year.  This  is  the  fifth  public  hearing 
this  year.    Briefly,  the  four  previous  public  hearings  were  as  follows : 

1.  In  February,  before  the  New  York  State  Legislature,  Albany, 
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2.  In  July,  before  the  United  States  Senate  Small  Business  Commit- 
tee, Washington,  D.  C. 

3.  In  September,  before  the  City  Council  of  New  York. 

4.  In  October,  before  the  New  York  State  legislative  committee  on 
commercial  rents,  held  in  the  Bar  Association  Building,  New  York 
City. 

The  testimony  given  by  businessmen  at  the  October  public  hearing 
of  the  New  York  State  legislative  committee  on  commercial  rents  was 
startling  and  sensational.  In  my  opinion,  it  warranted  a  recommen- 
dation to  Governor  Dewey  for  a  special  session  of  the  New  York  State 
Legislature  either  before  or  inmiediately  after  the  November  election. 
It  showed  very  clearly  the  urgent  necessity  of  business  and  commercial 
rent  control  in  the  New  York  City  defense  area,  as  defined  by  the 
O.  P.  A. 

On  September  16,  1944,  Mayor  LaGuardia  appealed  to  Governor 
Dewey  to  call  a  special  session  of  the  State  legislature  to  deal  with  this 
rent -gouging  problem  and  attached  to  that  appeal  my  report  which 
cited  250  examples  of  rental  demands  for  1945. 

I  am  leaving  a  copy  of  that  statement  for  the  committee. 

(The  statement  is  as  follows:) 

Small  Business  in  New  York  City  Needs  State  Aid  Quickly  to  Stop 

Rent  Gouging 

For  a  full  year  we  have  made  a  constructive  effort  to  mediate  for  the  small 
businessmen  of  New  York  City  lease  renewals  involving  excessive  rental  demands 
and  long  terms.  At  first,  we  found  many  owners  willing  to  accept  our  good 
offices,  and  settlements  resulted.  But  as  time  went  on  we  found  our  task  increas- 
ingly difficult.  We  were  frequently  reminded  that  we  had  no  power  to  enforce 
our  recommendations. 

Rent  gouging  is  now  reaching  serious  proportions  and  New  York  City  is  defin- 
itely in  danger  of  losing  some  of  its  very  desirable  manufacturers.  They  told  us 
so  in  personal  visits  to  our  office  and  in  writing.  Two  hundred  and  fifty  examples 
of  rental  demands  for  1945  are  shown  in  the  attached  list.  Even  trade  associa- 
tions in  this  city,  representing  numerous  manufacturing  industries,  have  already 
voiced  their  strong  protests  against  the  skyrocketing  rentals  and  are  strongly 
urging  immediate  measures  for  rent  control  or  compulsory  arbitration.  They 
have  repeatedly  said  that  thousands  of  small  businessmen  are  seriously  concerned 
about  the  leases  they  are  now  being  compelled  to  sign  and  which  will  become 
effective  on  February  1,  1945.  In  my  opinion,  many  leases  are  actually  being 
signed  under  duress  because  for  the  first  time  in  New  York  City's  history  business- 
men find  no  place  available  if  tliey  should  choose  to  move.  Loft  and  factory 
vacancies  in  New  York  City  are  conservatively  estimated  at  less  than  one-tenth  of 
1  percent.  ' 

In  many  of  the  large  cities  of  the  Nation,  we  are  advised,  the  majority  of  manu- 
facturers own  their  own  lofts  or  factory  buildings.  But  in  New  York  City  at 
least  75  percent  of  the  manufacturers  do  not  own  their  own  lofts  or  factory  build- 
ings ;  they  rent  such  space  by  the  year.  The  reason  for  New  York  City's  situation 
being  so  different  is  because  this  city  is  the  Nation's  greatest  center  for  small 
business  enterprise.  And  these  businessmen,  in  this  emergency,  should  be  given 
the  help  they  need  against  rent  gouging. 

The  garment  center,  where  we  find  the  greatest  concentration  of  manufac- 
turing space— 22,804,035  square  feet  in  170  large  loft  buildings— has  been  fully 
occupied  for  more  than  a  year  and  there  are  no  vacancies  immediately  in  sight. 
As  a  result,  we  now  find  some  owners  commencing  wholesale  eviction  of  manu- 
facturers and  others  demanding  5-year  leases.  In  one  large  building  an  agent 
has  been  demanding  large  bonuses  in  return  for  permitting  manufacturers  to 
remain  in  his  premises  for  another  year.  They  have  made  angry  protests  against 
this  vicious  practice. 

In  other  loft  areas  an  attempt  is  being  made  not  only  to  increase  rentals  to  a 
very  high  figure  but  also  to  compel  manufacturers  to  sign  escalator  clauses  in 
their  new  leases  which  obligates  them  to  pay  pro  rata  the  increased  cost  at 
operating  exi)enses  over  which  they  have  no  control. 
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Although  many  of  the  1944  oommercial  rentals  are  m„^^^^^^^^^  the  m3 

f^i  LridMS-nHrSarer  .r  trrxT^~t  o,  the  City  o, 

New  York  ^^.^^ ^^^^.^.^^^  i„erease  in  the  rentals  of  couuiierclal  tenaaW 
for^l^^e"l^3^he  foia'aSis  of  636  eases  on  file  with  the  mayor's 
loft  rental  mediation  board  is  offered :  ^!^Ti^ 

Percent  of  rent  increase  during  1944:  _  ^ 

0 "  ___'_'_"_'.  13 

I  to  10 23 

II  to  15 '  -_  "  _    56 

16  to  20 ■  "     _      64 

21  to  25 "'        _    49 

26  to  30 ~  206 

81 

31  to  35 54 

36  to  40 ZIZIII       I 39 

41  to  45 Z      69 

46  to  50 "       ■  243 

27 

51  to  55 '  33 

56  to  60 __"_      22 

61  to  65 Z    30 

66  to  70 iril~  ___    13 

71  to  75 '     ~~      125 

__    16 
76  to  80 _      9 

81  to  85 13 

86  to  90 5 

91  to  99 ; 48 

8 
100 li 

Over  100 

^  ,  ,  636 

Total 

The  tremendous  absorption  of  commercial  space  has  given  a  great  impetus  to 

Enmilat^vrbuyTg  and  selling  of  commercial  buildings  at  a  rate  that  has  not 

SS  equlleninle  1929.    During  the  past  year  the  liquidation  of  commercial 

D^^SeXrby  institutions  and  States  at  low  prices  and  easy  terms  has  also 

SS  thisTctivity  and  encouraged  demands  for  high  ^^^^J^^^^ 

sneculator  works  for  a  quick  turn-over  and  quick  profits.    Although  as^ssea 

v^uations  Tre  lower  by  50  pi^rcent  or  more  in  many  instances  since  l^^/iS  and 

mortgages  have  been  drastically  reduced,  yet  many  leases  are  being  submitted 

S  tenants  for  higher  rentals  then  were  paid  for  such  space  during  the  boom 

^^T^permft  an  uncontrolled  price  increase  for  rented  commercial  space  would 
tend  Sally  to  make  an  uncontrolled  price  increase  for  such  properties  with 

resulting  ills  such  as —  •  . 

1    Over-mortgaging  due  to  over-appraisals.  .^  ^  -  „       ^ 

2.  KLpemion  of  foreclosures  after  this  period,  similar  to  the  one  that  followed 

*^a  Vas?'number  of  bankruptcies  of  small  business  firms  due  to  inability  to 

meet  overhead  that  is  far  above  normal.  ,^  ,  «  .<.„,'    k«  ,•„«« 

4.  Would  compel  a  rise  in  the  price  structure  which  would  definitely  be  mfla- 

^^Therefore,  respectfully  recommend  the  immediate  need  of  State  aid  in  the 
form  of  compulsory  arbitration  or  commercial  rent  control. 

Joseph  Piatzkkb, 
Chairman,  Mayor's  Committee  on  Rents. 

Septembeb  16, 1944. 
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Address 


Finn 


1.  409  Lafayette  St 

2.  109  West  38th  St 

3.  256  West  38th  St 

4.  231-235  East  42d  St    ' 

5.  31  East  27th  St 

6.  37  West  47th  St., '.;" 

7.  202  Greene  St.. 

8.  16  West  32d  St....'. 

9.  625  West  55th  St... 

10.  15  Pesbrosses  St 

11.  59S  Broadway 

12.  21  East  17th  St 

13.  133WoosterSt 

14.  55  West  42d  St 
16.  36  West  47th  St 

16.  39  West  37th  St.  .! 

17.  49  West  38th  St 

18.  32  West  Houston  St 

19.  268  4th  Ave 

20.  184  5th  Ave..."'.'." 

21.  184  6th  Ave- 

22.  86  Bleecker  St 

23.  91  Bleecker  St 

24.  412  6th  Ave 


28.  263  West  38th  St... 
28.  266  West  38th  St... 

27.  690  Broadway.. 

28.  31-33  East  27th  St.' 

29.  17-19  Union  Sq... 

30.  208  East  27th  St 
81.  256  West  38th  St.." 

32.  256  West  38th  St... 

33.  413  Broadway 


88.  429  Broome  St 

39.  446  West  54th  St  "" 

40.  627  Smith  St.,  Brook-' 

Ij-n. 

41.  565  Broadway 


42.  57  Hope  St.,  Brook- 

lyn. 

43.  1610  St.  Marks  Ave., 

Brooklyn. 

44.  1383    Myrtle    Ave., 

Brooklvn. 
46.  1383    Myrtle    Ave., 
Brooklyn. 

46.  1383    Myrtle    Ave., 

Brooklyn. 

47.  1027  Metropolitan 

Ave.,  Brooklyn. 

48.  1039  Metropolitan 

Ave.,  Brooklyn. 

49.  2887  Atlantic  Ave., 

Brooklyn. 
60.  62  Schenectady  Ave., 

Brooklyn. 
M.  21-26  Wftverly  PI... 


84.  413  Broadway 

35.  413  Broadway 

36.  413  Broadway...!" 
87.  413  Broadway 


Keppler     Bros.,     manufacturing 

janitors   supplies. 
Brentwood  Co.,  manufacturing  of 

Continental  Hand  Drawn  Works 

Granic  k  Furniture  Co 

Chas.  I.  Goodman,  boatings 
Fray-Taar,  manufacturing  jewel- 
ers. 

Brussell  Sewing  Machine  Co.,  Inc 
Ueimer     Bros.,    manufacturing 

handbags. 
Rosenberg  Bros.,  manufacturing 

plastic  products. 
Cap,  Screw  &  Nut  Co.  of  America 
Oirly-Form  Dresses. . 
Pioneer  Rubber  Co.,  engraving 
A  merican  Play  Suit  Co 

Bryant  Typing  Co..      

Loue  Steinberg,  diamonds 
Novelty  VeUing  Co.,  raanufac'tur-' 

ing. 

Modern-Miltex  Corpora- 

tion,  manufacturing  veilings. 
P.  S.  Koch,  sheet  metal 
The  Haas  Co..  glassware  for  hofels 
Mmtz  &   Arick,   manufacturing 

men's  clothes. 
H.     Rosenblatt,    manufacturme 

men's  clothes. 
Columbia  Sportwear  Co 
Danilow  Baking  Corporation".'    * 
is..  B  Michelman,  manufacturing 

of  albums. 
Swinger  Bros.  &  Willner,  manu- 

facturing  coats  and  suits. 
Style  Metal  Specialties,  manufac- 

turmg  of  gif tware. 
Central  Belting  Co 

Pincus    P.    Rabinowitr,"e'la'stic' 
fabrics. 

Du  Bois  &  Son,  uniform  manu- 
facturers. 

Standard  Service  Press.. 

Allied  Accessories  Co./'shoufder 
pads. 

Reinad    Novelty    Co.,    costume 

jewehy. 
Joseph  Meyer  Co.,  manufacturing 

stationers. 
E.  E.  Knee  Pants  Co 

Oarton  Fabrics...  

Service  Belt  Co 

Littorio  Bedspread  Co.Vmanufac^' 

turings. 
TriM  Tool  Co.,  precision  tools.... 
T.  W.  Smith  Co 


1944 
rental 


$4,000 

2,700 

3,300 

2,600 

900 

900 

iSOO 
3.300 

4,600 

3,300 
2,000 

720 
1,600 

960 
1,200 
2,650 

2.750 

266 
1,100 
1,200 

1.200 

1.080 
9,000 
1,680 

3,400 

3,000 

900 
600 


S,  Alexander  &  Co.,  storage  ware^ 
house. 

Mayfair  Housewear  Manufactur- 
ing Co. 
Lusam  Parlor  Frame  Co 

Century  Knitting  Mills,  manu- 
facturing knitted  novelties. 
MjTtle  Cloak  Co. 

La  Pa!.\  Dress  Co 

Arlington  Knitting  Mills 

Bright  Light  Reflector 

—  do 

Effo  Manufacturing  Co.,  manu- 
facturing children's  underwear 

Norma  Footwear  Co.,  manufao^ 
turing^hoes. 

M.  Jacobson  Co.,  wholesale  alaml. 
numware. 


9,000 

600 
3,600 

3,300 

3,000 

780 
780 
780 
960 

600 

L.-iOO 
3,600 


1,440 
1,800 
1,380 
1,800 
1,800 


1945  pro- 
posed 


$10,000 

5,500 

7.500 
6,500 
3,000 
1,800 

9,000 
7,200 

10,500 

8.000 
4,000 
1,600 
3.250 
2,200 
2,400 
6,000 

6,500 

600 
3,500 
2,700 

2,700 

2,172 

18,000 

3,600 

7,600 

7.600 

2,400 
1.600 


19,200 

1,800 
7,600 

7,500 

6^000 

2,400 
2;  000 
2,000 
3,000 

1,200 

3,600 

11,000 

3,800 

3,900 

3,000 

3,600 

3,600 


See  footnotes  at  end  of  table. 


;,8oo 

11.860 

3,600 
25^000 

4.260 

ia200 

2,160 

4,660 

2,820 

6.700 

4,800 

7,000 

Assessed  valuations 


1944-46 


$$75,000 

235,000 

440,000 
285,000 
125,000 
600,000 

33,000 
2fi0, 000 

335,000 

370,000 

135,000 

21,000 

17,000 

3,800,000 

700,000 

466,000 

376,000 

13,000 
410,000 
140,000 

•140,000 

52.000 
30,000 
82,000 

705.000 

440,000 

37,000 
125,000 


325,000 

83,000 
440,000 

440,000 

66,000 

66,000 
65,000 
65,000 
66,000 

26,000 
14,000 
66,000 

105,000 

166,000 

21,600 

60,000 

50,000 

60,000 

109,000 

30,000 

166,000 

160,000 

185,000 


1928 


$142,000 

425,000 

860,000 
345,000 
22.5.000 
900.000 

74,000 
620,000 

410.000 

425,000 
275,000 
62.000 
39,000 
6,000,000 
1,076,000 
826,000 

670.000 

15,000 
810,000 
210,000 

210,000 

108,000 

60,000 

100,000 

1.250,000 

860.000 

100,000 
225,000 

570,000 

140,000 
860,000 

860,000 

130,000 

130,000 
130,000 
130.000 
130,000 

66.000 

18,000 
95,000 

260.000 

205,000 

36.000 

98,000 

98^000 

98,000 
130,000 

60,000 

1200,000 

280,000 

266,000 
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Address 


62.  24-26  Waverly  PI... 
53.  101  West  37th  St.... 


64.  101  West  37th  St. 


66. 
56. 

87. 
68. 

69. 
60. 

61. 
62. 
63. 
64. 
65. 
66. 
67. 

68. 
69. 

70. 
71. 


101  West  37th  St. 
101  West  37th  St. 

101  West  37th  St. 
101  West  37th  St. 

101  West  37th  St. 
145  6th  Ave 


37  West  26th  St 

707  Broadway 

260  West  St. 

215  West  40th  St 

18  East  18th  St.. 

22  West  21st  St 

153  Green  St.,  Brook- 
lyn. 

50  West  17th  St 

327-329  East  29th 
St. 

66  West  Broadway.-. 

230  West  30th  St 


72.  36  West  32d  St. 

73.  594  Broadway.. 


74.  30-34  West  34th  St.. 
76,  256  West  38th  St 


Firm 


76. 
77. 

78. 
79. 
80. 
81. 
82. 
83. 


612  Broadway... 
50  West  46th  St. 


llEast22dSt... 
11  East22dSt--. 
229  West  36th  St. 
11  West32dSt... 
64  West  36th  St.. 
llWest32dSt... 


84.  250  West  39th  St. 

85.  463  7th  Ave 

86.  208  West  30th  St. 

87.  8  West  30th  St... 

88.  119  West  25th  St. 

89.  1370  Broadway. - 


90.  1370  Broadway.. 

91.  1370  Broadway. . 

92.  263  West  38th  St. 


93.  64  West  36th  St. 

94.  42  West  38th  St. 

95.  675  8th  Ave 

96.  498  7th  Ave 


97.  622  Broadway. 

98.  453  Broome  St. 


99.  11-17  East  45th  St. 

100.  16  Waverly  PI.-.. 

101.  226  West  37th  St. . 

102.  598  Bioadway 


103.  898  Broadway.... 

104.  598  Broadway.... 

105.  850  7th  Ave 

106.  251  West  39th  St. 


Ludwig  Scherk,  Inc 

Public  Dress  Co.,  manufacturing 
dresses. 

Maebelle  Novelty  Co.,  manufac- 
turing sportwear. 

Dandeline  Dress  Co 

Goldberg  &  Van  Fraag,  blouse 
manufacturing. 

Harry  Comlett ..- 

Rosenblatt  &  Campione,  Ace 
dance  modes. 

Sol  Goldstein  Dress  Co... 

The  Darcoid  Co.,  manufacturing 
mechanical. 

Sainberg  &  Co.,  desk  accessories.. 

Gay  Childrens  Frocks 

Affiliated  Machine  &  Tool  Co 

Reliable  Container  Co 

Mesco  Manufacturing  &  Sales  Co.. 

Dora  May  Co.,  Inc 

Greenpoint  Metal  Covered  Door 
Co. 

Tupper  Shoes,  Inc 

E.  Regensburg  &  Sons,  manufac- 
turing cigars. 

Assoc.  Bakers  Products 

Dorfman  &  Stern,  dress  manufac- 
turing. 

S.  Barotz  &  Co.,  importers 

Attias  Bros.,  manufacturing  in- 
fants' wear. 

Helfrich  Laboratories,  manufac- 
turing label  cosmetics. 

Lou  Sussman  &  Co.,  manufac- 
turing ladies'  coats. 

O.  K.  Uniform  Co.,  manufacturers. 

Irma  Reynolds,  headwear  manu- 
facturers. 

Irving  Leopol,  art  needlework 

Expert  Textile  Refolding  Co 

Ritemore,  Inc.,  manufacturers 

Phoenix  Leather  Goods  Co 

Federal  Hat  Block  Corporation... 

Eastern  Art  Studio,  manufactur- 
ing lamps. 

Arthur  Doctor  &  Co.,  manufac- 
ing  coats. 

Dormoe  Dresses,  Inc.,  manufac- 
turings. 

Fischler  &  Greenberg,  fur  manu- 
facturings. 

Bali  Brassiere  Co 

Larry  Laskcr  Co.,  gloves.. 

Albert  Rosenblatt  &  Sons,  manu- 
facturings. 

Jessie  Underwear  Co.,  manufac- 
turings. 

Rudley  Sportswear  Co..  manufac- 
turings. 

Milstein  &  Feigelson,  manufactur- 
ing coats. 

Harry  Garter,  embroiderer 

Eveready  Stitching 

Losanne  Dress  Manufacturing  Co. 

Heinsfurter-Wexler  Co.,  manufac- 
turings. 

E.  &  F.  Caseco,  Inc.,  manufactur- 
ing box  novelties. 

Gem  Electric  Co.  (1943  rental, 
$4,700). 

Dirone  Photos  ($1,320)-. 

Daniels'  Artist  Material  ($800) 

FinkeLstem  Bros.,  clothing  ($2,600) 

Lacks  Laboratory,  drug  manu- 
facturing ($1,700). 

Super  Form  Brassiere  ($1,600) 

Flock  Embossing  ($1,846) 

M.  A.  Schwartz,  D.  D.  8 

Stratford  Coat,  Inc.  (194^,  $1,600).. 


1944 
rental 


$2,800 
3,624 

2.262 

1,900 
2,224 

1,500 
2,650 

2,074 
3,600 

6,250 
4,000 
2,200 
4,500 
1,800 
7,250 
1,200 

3,000 
5,000 

1.446 
3,750 

2,600 
2,600 

6,400 

4,900 

2,500 
840 

1,300 
1,000 
3,500 
2,400 
2.130 
2,400 

6,600 

7,289 

3,000 

17,250 

4,500 

16,250 

4,300 

11,875 

4,000 

1,760 
1,800 
3,150 
8,600 

2,700 

6,444 

1,500 

900 

3,600 

1,900 

2.700 

2,644 

930 

1,700 


1946  pro- 
posed 


$3,600 
4,474 

3,312 

2.500 
2,874 

1,976 
3,376 

2,574 
»6.225 

9,000 
7,000 
4,200 
7,500 
3,000 
12,000 
1,800 

5,000 
7,500 

2,504 
<6,500 

4,000 
3,900 

10,000 

9.000 

4,500 
1,300 

2,100 
1,800 
4,600 
3,500 
2,730 
3,500 

8,000 

*9,200 

4,000 

24,000 

7,600 

26,900 

7,000 

18,000 

6,600 

2,800 

3,000 

•3,900 

*  10, 000 

HOOO 

6.944 

2,000 
1,200 
5,000 
3,000 

4,000 
3,600 
1,620 
2,200 


Assessed  valuations 


1944-45 


$186,000 
1,390.000 

1.390,000 

1,390,000 
1.390,000 

1,390,000 
1.390,000 

1.390,000 
196,000 

330,000 
260,000 
160.000 
330,000 

76,000 
270,000 

11,000 

190,000 
240,000 

100,000 
746,000 

180,000 
375,000 

585,000 

440,000 

110,000 
58,000 

41,000 
41,000 
645,000 
175,000 
780,000 
175,000 

910,000 

2, 750, 000 

385.000 

450.000 

225,000 

1,900,000 

1,900,000 

1,900,000 

705,000 

780,000 

320,000 

1, 150, 000 

4,625,000 

100,000 

62,000 

730,000 

29,000 

350,000 

13.5,000 

135,000 
135,000 
516,000 
500,000 


1928 


$265,000 
2.300.000 

2,300.000 

2,300,000 
2,300.000 

2.300,000 
2.300,000 

2,300,000 

3  220,000 

626,000 
530,000 
260.000 
590,000 
200.000 
610,000 
17.000 

330,000 
400.000 

165,  ooa 
1,115,  ooa 

412,  ooa 

950,000 

676,000 

860,000 

200,000 
110,000 

100.  OOO 

100,000 
1,050.000 

410,000 
1,300,000 

410.000 

1,500.000 

3,550,000 

566.000 

715,000 

500,000 

2,670.000 

2,670,000 

2,670,000 

1,250,000 

1,300,000 

595,000 

2,000,000 

6.000,000 

215,009 

105,000 

1,150,009 

52,009 

700,009 

275,009 

275,009 
275,009 
755,000 
900,009 


See  footnotes  at  end  of  table. 
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Address 


107.  36  East  31st  St. 


106. 
109. 
110. 
111. 

112. 
113. 
114. 
115. 
116. 

117. 
118. 
119. 

1». 

121. 
122. 
123. 


8  Washington  PI. 
8  Washing:ton  PI. 
8  Washington  PI. 
8  Washington  PI. 

247  West  35th  St. 
130  West  25th  St. 
108  West  39th  St. 
36  West  37th  St.. 
270  West  39th  St. 


270  West  39th  St. 
270  West  39th  St. 
252  West  38th  St. 

252  West  38th  St. 
252  West  38th  St. 
152  West  25th  St. 
550  Broadway 


tM.  270  West  39th  St- 


125.  270  West  39th  St. 
128.  270  West  39th  St 
127.  270  West  39th  St. 


128.  270  West  39th  St_ 

129.  256  West  38th  St. 


130.  17-23  West  60th  St... 

131.  712  Broadway,. 


132.  22-24  West  38th  St. 

133.  152  West  25th  St.. 


134. 
135. 

136. 

137. 


660  Broadway 
596  Broadway - 

625  Broadway. 

491  Broadway. 


138.  40  East  20th  St 


130. 
140. 
141. 

142. 
143. 
144. 


39/41  West  32d  St. 
64  West  36th  St... 
36  West  37th  St... 


1107  Broadway... 
119  West  24th*St. 
25  Waverly  PI... 


145.  1359  Broadway. 


146. 
147. 

148. 
149. 
15D: 
151. 
152. 
153. 
154. 


1385  Broadway. 
30  East  10th  St. 


463  7th  Ave 

814  Broadway 
230  West  38th  St. 
225  West  37th  St. 
36  West  47th  St.. 

4217th  Ave 

111  West  29th  St. 


156.  1385  Broadway. 


156. 
157. 


113  West  29th  St. 
SaOSth  A\e 


l'58.2West  37th  St... 
160.  205  West  39th  St. 

MO.  500  7th  Ave 


161.  330  West  38th  St. 


Firm 


David  Friedman,  manufacturing 

pajamas  (1943,  $3,250). 
Landy  Bros 

Oelbaum  Rayon  Co 

Cresent  Drug  Label  Co 

Ferber  &  Labarbera.  pants  con- 
tractor. 

Chase  Sportswear  Co 

L.  J.  Levy,  dress  manufacurlng. . . 
Baer  Bros,  dress  manufacturing... 

Rite  Fit  Hat  Co.  (1943,  $2,800) 

Sam      Wolpert.     manufacturing 
suits  (1943,  $1,500). 

Park  Dresses,  manufacturing 

Trade  accessories... 

Linada  Coat  Co.,  manufacturing 

suits  (1943.  $2,500). 
Lohn  &  Cohen,  manufacturers.... 

Oscar  Roth.  Inc 

Northern  Thread  Mills 

Acorn  Mills,  manufacturing  chil- 
dren's underwear. 
Mel  Button  Works,  manufactur- 
ing covered  buttons. 
Mona  Dress  Co.,  manufacturing. 
Artshire  Coat  Co.,  manufacturing. 
Maurice    Meislin,    buttons    and 

buckles. 
Bialor   Fabrics,   Inc.,   silks   and 

velvets. 
Excell  Novelty  Co.,  embroidery 

manufacturers. 
Gabriel  Williams  Co.,  manufac- 
turing chemists. 
Wehman  Bros.,  wholesale  book- 
sellers. 
Corbett  Bros.  Co.,  manufacturing 

silk  ribbons. 
Banner     Bros.,     manufacturing, 
leather  poods  (1943,  $2,100). 

The  Bell  Cap  Co.. 

Harry  Litky,  die  cutting  for  poc- 

ketbook  trade. 
Michael  Meltzer,  manufacturing 

boys  shirts. 
Monarch    Insulated    Wire    Co. 

(1943,  $l,2fi0). 
Greyhound    Leather    Sporting 
Novelty  Co..  Inc. 

Star  Foundations,  Inc. 

Margery  Daw  Hats,  Inc 

Cook  Manufacturing  Corporation 

(rent.  1943,  $2,100). 
Block  House  (rent,  1943,  $1,550).... 

Norton  Centerpieces 

M..  Jones  <fe  Co.,  gummed  cotton 

tape  (1943,  $1,500). 
Society  Sportswear,  manufactur- 
ing. 

Angel  Dresses,  manufacturing 

Spectator  Bags,  Inc.,  handbags 
(1643,  $1,600). 

Rivoli  Dress  Co.  (1943,  $6,036).. 

Royal  Leather  Goods  Co 

I.  Grossman  &  Son 

P.  Portfolio  &  Co I' 

Louis  Tamis  &  Son,  goldsmiths... 

Mae  Morris,  merchandise  broker 

M.  Greenman  &  Son,  fur  match- 
ing house. 

H.  &  M,  Schainman,  sportswear 
manufacturing. 

I.  Grubman  A  Son,  furs  and  skins. 

Sporting  Footwear  Manufactur- 
ing Corporation. 

Manfield  Handkerchief  Co 

A.  Berzin  Co.,  manufacturing 
coats. 

Metzger  <&  Cohen,  manufacturing 
coats. 

Perwin  Dress  Co 


1944 
rental 


$3,750 

1,900 
1,900 
1,900 
1,900 

2,100 
1.800 
4,500 
3,500 
1.800 

2,172 
2,172 
3,500 

3.600 
3,600 
2,400 
1,500 

1.086 

J.  086 
1,086 
1,248 

1,086 

3,600 

1,002 

2.900 

2,300 

2,400 

2,700 
2,700 

2,500 

1,900 

1,000 

2,600 
3,500 
3,400 

1,800 
4.500 
2,100 

4,750 

3,624 
2,200 


See  footnotes  at  end  of  table. 


7,236 
1,260 
8,039 
8,067 
3,600 
600 
1,740 

5.830 

1,600 
6,559 

3,500 
6,000 

24,000 

2,100 


1945  pro- 
posed 


$4,800 

2,600 
2.600 
2,600 
2,600 

2.100 
3.340 
6,000 
4,200 
2,700 

3.000 
3,000 
5,000 

5,000 
5,250 
3,400 
2,100 

2.040 

1,800 
1,740 
1,920 

1,800 

7,500 

1,800 

3,750 

4,300 

3,460 

4,000 
4,000 

3,100 

2,600 

1,600 

4,400 

4,800 

M,500 

2.100 

»8,000 

2,700 

5,950 

M,824 
•2,800 

*9.236 

2,100 

M2,500 

M3,500 

6,000 

900 

»2,000 

♦8,250 

2,500 
8,000 

4,500 
7,000 

♦28,500 

3,000 


Assessed  valuations 


1944r46 


$530,000 

83,000 
83,000 
83,000 
83,000 

450,000 
100,000 
660,000 
215,000 
680,000 

680.000 
680,000 
255,000 

255,000 

255,000 

125,000 

47,000 

680,000 

680.000 
680,000 
680,000 

680,000 

440,000 

285,000 

42,000 

245,000 

125,000 

290,000 
375,000 

137,600 

115,000 

24,000 

295,000 
780.000 
215,000 

2, 050. 000 

270,000 

73,000 

3,450,000 

3,500,000 
115,000 

2,750,000 
32,000 
745,000 
880,000 
700,000 
970,000 
29,000 

3,500,000 

19,000 
3,550,000 

1,630,000 
1,460,000 


1928 


3,680,000 
765.000  I 


« 

$745, 000 

175,000 
175,000 
175,000 
175,000 

790,000 
205,000 
910.000 
435,000 
1, 100, 000 

1. 100, 000 

1.100.000 

560,000 

560,000 

560,000 

285,000 

95,000 

1,100,000 

1,100,000 
1.100,000 
1,100,000 

1,100,000 

860,000 

566,000 

115,000 

485,000 

285,000 

615.000 
950,000 

325,000 

220,000 

85,000 

515,000 
1,300,000 
515,000 

3, 160, 000 
550,000 
145,000 

4,660,000 

4,450,000 
200,000 

3, 550, 000 
85,000 
1,115,000 
1,300,000 
1,075,000 
1,180,000 
46,000 

4,450,000 

30,000 
4,700,000 

2,650,000 
2,080,000 

4,800,000 

»  1.000,000 
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• 

Assessed 

valuations 

Finn 

1944 
rental 

1945  pro- 
posed 

Address 

1944-45 

1928^ 

162.  520  8th  Ave 

Waldman  Co.,  manufacturing 

Sidney  Bitterman,  manufacturinji 

$4,600 
4.000 

$5.  .500 
6,500 

$3,550,000 
705.000 

$4.  700.  OOO 

163.  263  West  38th  St 

1.250.000 

coats  (1943,  $2,800). 

164.  204  East  27th  St. 

Straube's     Woodworking     Shop 
(1943,  $1,200). 

1,800 

2.400 

83.000 

140,000 

165.  222  West  37th  St.... 

H.  Margolin,  manufacturing 

1,000 

1.500 

170.000 

425. 000 

166.  64  West  36th  St 

Walter    Magnus,   veilings  (1943. 

$1,320). 
Albert   Borgzinner   Co.,   jewelry 

1,440 

2.100 

780.000 

1,300,000 

167.  11  West32d  St 

2,600 

T  4, 100 

175.000 

410.  om 

lfi^    27-33  West  20th  St 

casss. 
Arrow  SuddIv  &  Tool  Co     

4,000 

6,200 

270.000 

.530. 000* 

169.  27-33  West  20th  St... 

Arrow  Supply  <Sr  Tool  Co.  (1943, 

$3,200). 
Apex  Belt  Co.,  Inc.,  manufactur- 

4,000 

6,200 

270,000 

530.000' 

170.  26-32  West  17th  St.. 

6,000 

6,500 

270.000 

430.000- 

ing  ladies'  belts-  (1943,  $3,600). 

171.  3  West  29th  St 

Birds  Eye  Novelty  Co.,  manufac- 
turing shoulder  pads. 

480 

660 

225.000 

smooo 

172.  333  West  39th  St  ... 

Danse-More  Frocks,  manufactur- 
turing  dresses  (1943,  $1,620). 

2,100 

2800 

340.000 

•680.  OOO* 

173.  45  West  18th  St 

Supreme    Fashion    Clothes    for 
Men.  manufacturing. 

15.000 

27,500 

1,495.000 

3,660,000- 

174.  270  «S'est39th  St 

Normandie  Stitching  Co.   (1943, 

$1,200). 
Art  Trimmings,  Inc.  (1943,  $1,584). 

1,559 

2,280 

680,000 

LioaoMT 

175.  313  West  35th  St 

1,920 

2.500 

235,000 

4oaoo» 

176.  152  West  25th  St 

Jefferson  Dress  Co 

1.440 

1.900 

126,000 

285,000 

177.  12East22dSt 

Art  Button  Novelty  Manufectur- 
ing  Co.  (1943,  $5,100). 

5.400 

6,700 

225.000 

450.000 

178.  Ill  West  27th  St 

Howard  Cloak  Co.,  manufactur- 
ing dres.ses. 

2,200 

:iOOO 

90,000 

215.000 

179.  722  Broadway 

Standard  Hat  Leather  Co.,  manu- 
facturing cap  leather  (1943,  $982). 

1,600 

1.800 

50,000 

115,Q0B» 

180.  15  West  37th  St 

Julian  S.  Cohn.  handkerchiefs 

8.400 

11.500 

660.000 

1,250,  oar 

181.  230  West  38th  St        . 

Dornfo^t  &   Rubel,  manufactur- 
ing coats. 

6, 307 

♦9.000 

745,000 

1, 115, 00» 

182.  230  West  38th  St 

Etkin-Banner   Co.,   Inc.,   manu- 
facturing suits. 

9,057 

♦12,500 

746,000 

1.115,00^ 

183.  230  West  38th  St 

H.  Endelman  Co.,  manufactmring 

floits.  '- 
Bloom,  Klinger  &  Weberg,  man- 

4.000 

♦8,000 

745,000 

1.115,  OOP 

184.  230  West  38th  St 

9,040 

♦14.000 

745. 000 

1,116,000 

ufacturing  suits. 

185.  2414  Atlantic  Ave  . 

Mendel  Knitwear  Co 

1,440 

2,400 

140,000 

24a  000 

Brooklyn. 
186.  225  West  37th  St 

Louis  Heller,  manufacturing  suits. 

8.057 

«  13.  ."JOO 

880,000 

1.300.000 

187.  330  West  38th  St    .. 

Sherman  Dress  Co.,  dress  manu- 
facturing (1943,^,068). 

2,418 

3,300 

765,000 

>«  1,225,000 

188.  330  West  38th  St 

A.  <fe  B.  Novelty  Co.,  manufac- 
turing embroideries. 

3, 375 

4,300 

765.000 

i«  1, 22.5,  OOO 

189.  330  West  39th  St 

A .  Kalinkor,  children's  dress  con- 
tractor. 

2,115 

2,900 

120.000 

230,000 

190.  469  Broome  St 

Thos.  J.  Brecht,  sample  cards 

960 

1,800 

18,500 

4O,06» 

191.  208  East  27th  St 

Plastic  Parts  ATanufacturing  (1943, 

$480). 
West  Pacific  Chemial  Laboratory 

960 

1,680 

83,000 

14a  oor 

192.  318  West  48th  St 

1.320 

2.100 

170.000 

215.00^* 

193.  322-529  Eaat  29th  St. . 

Blumstein  &  Co.,  manufacturing 
army  raincoats. 

5,378 

7,500 

240,000 

400,000 

194.  316  7th  Ave 

Stanley  Fur  Co.,  manufacturing 
coats.  ">                  »• 

3,500 

"4,000 

670,000 

960,009 

195.  62  West  47th  St 

Colonial  Optical  Co.,  distributor 
Bausch  &  Lomb  products. 

960 

1,440 

1,000,000 

1.575,009 

196.  36  West  47th  St 

Bernard  Jewelry  Co.,  manufactur- 
ing jeweky  (1943,  $1,200). 

1,320 

2,400 

700,000 

1. 075,009 

197.  258  Navy  St.,  Brook- 

lyn. 

198.  225-227  East  24th  St- - 

Interstate  Baler  &  Equipment  Co. 

1,800 

3,000 

16,600 

28,009 

Wood    Displays    Manufacturing 

1,320 

2,200 

53,000 

77,509 

Co.,  greeting  card  fixtures. 

199.  33  East  20th  St 

O'Brien  Varnish  Co. 

1,200 
6.900 

1,800 
11.000 

20,000 
4:{5.000 

44,009 

200.  104  5th  Ave 

Marks  Rosenberg  &  Bros.,  over- 
coat manufacturing  ( 1943,  $6.000) . 

640,009 

« 

20L  104  East  26th  St 

Frederick  Blank  &  Co.,  floor  cov- 
ering (1943,  $3,500). 

6,000 

6.600 

330,000 

685.009 

202.  265  West  37th  St 

Rothstein  &  Levy,  manufacturing 

suits. 
Samuel  Babus  &  Co.,  manufactur- 

8,500 

♦  12,600 

1,250,000 

2,080,009 

203.  265  West  37th  St 

8,000 

♦12,500 

1,250,000 

2,060,009 

ing  suits. 

204.  266  West  37th  St.... 

Overland    Garment    Co.,   manu- 
facturing suits. 

9,060 

♦12,500 

1,250,000 

2.080.009 

205.  265  West  37th  St 

Regal  •    Garment      Corporation, 
manufacturing  coats. 

9,060 

♦12,500 

1.250,000 

2.080.009 

206.  265  West  37th  St 

Olive   Coat    Co.,   manufacturing 

coats. 
Weinstein  Bros.  Coat  Co.,  manu- 

16,500 

♦25,000 

1.250.0UO 

2.080.009 

207.  265  We.st  37th  St 

7,850 

*  12.500 

1.250.000 

2.080.009 

facturing  coats. 

1 

See  footnotes  at  end  of  table. 
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Address 


208.  265  West  37th  St... 
209*^265  West  37th  St... 

210.  265  West  37th  St... 

211.  265  West  37th  St... 

212.  265  West  37th  St... 

213.  265  West  37th  St.... 

214.  265  West  37th  St.... 

215.  265  West  37th  St.... 

216.  265  W(<;*  37th  .St.... 

217.  121-lZi  East  24th  St. 

218.  25  Waverly  PI 


Firm 


219.  25  Waverly  PI 

220.  226  West  37th  St.... 

221.  265  West  37th  St.... 

222.  313  West  37th  St.... 


223.  361-363  Broadway. 


224.  313  West  37th  St. 

225.  64  Lispenard  St.. 

226.  411  Broadway 

227.  240  West  37th  St. 


228.  512  7th  Ave. 


229.  9  East  37th  St. 

230.  270  4th  Ave 

231.  250  West  39th  St".'." 

232.  594  Broadway 

233.  330  West  38th  St'"" 

234.  33  Union  Sq 

235.  2  West  20th  St 

236.  520  8th  Ave 

237.  67-71  Spring  St 

238.  67-71  Spring  St 

239.  20  East  53d  8t 

240.  115  4th  Ave '.".";; 

241.  .')20  West  48th  St 

242.  377  West  Broadway.. 

243.  721  Broadway  

244.  498  7th.\ve 

245.  12  East  22d  St '/. 

246.  171  .Madison  Ave 

247.  230  West  :«thSt  .." 

248.  2S-30  West  25th  St 

249.  1.384  Broadway  ...."I. 

250.  1384  Broadway 


English   Maid   Coats,   manu/ao- 

turing  coats  (1943,  $4,530). 
Arlene  Coats,  manufacturing  coats 

(1943,  $4,030). 
Nat  J.  Dumbrow  Co.,  manufac- 
turing coats  (1943,  $3,000). 
Form  Maid  Coat  Co.,  manufac- 

turing  coats  (1943,  $4,030). 
Lmcoln   &   Bell,   manufacturing 

coats  (1943,  $3,000). 
Philip  Katz  &  Troffkin,  manu- 

facturing  coats  (1943,  $5,780). 
Lyonelie  Modes,  manufacturing 

coats  (1943,  $3,000). 
Vanity  Coats,  Inc.,  manufactiu-- 

mg  coats  (1943,  $3,030). 
Lefton   <t   Lowonthal,   manufac- 
turing coats  (1943,  $3,280). 
Union  Library  Association,  mail- 
order books. 
Oramercy  Uniform  Corporation, 
manufacturing    military    caps 
(1943,  $1,700). 
Tubell  &  Co.,  manufacturing  of 

felt  novelties  (1943,  $1,200). 
Saul  Unger  &  Rabinow,  manu- 
facturing coats  (1943,  $1,350). 
Ooldklang  Coat  Co.,  manufactur- 

mg  coats  (1943,  $3,630). 
Publishers  Plate  &  Matrix  Co., 
mahufacturing  stereotypers 
(1943,12,100). 
Nehemiah    Oitelson,   contractor. 

cotton  goods. 
H.  &  H.  Co.  Bookbinding 
Hayes  Duster  <t  Brush  Co 
C.  V.  Restaurant 
Yellin      Bros., 

cloaks. 
Jonas  Coat   Co.. 

(1943,  $7,000). 
H.   W.    Oiger   Corporation, 

porters  fabrics. 
Lester  A.  Stem,  woolens 
Sunbright  Coat,  Inc.,  manuifac- 

turmg  coats  (1943,  $3,450). 
Orgler  Envelope  Co.  (1943.  $2,600) 
Austein  Sportswear  (1943,  $2,115) 
Acme  Merchandise  Co 
Tuska  Merchandise  Co 

Lavitt  Girl  Coat  Co        "" 

Stainless  Electro  Plating 'Co 

Academy  Silverwear  Co 

Helen  Adair  "* 

Stuyvesant    Fixture    Co.    (1943, 
BjJP^  Metal  Stamp  Co.  (1943, 

Pincus  A  Tobias,  shoe  manufac- 

tunngs. 
Rugby  Casuals,  Inc 
Paris  Art  Label  Co 
Edward  CJoldman  Co 
Scheidlintrer    A-     Kaplan     (1943"." 

$4,018).  ^        ' 

Rosal  Dress  Co.  (1943,  $2,500) 
Edward   Schainnian   Sportswear 

Co..  manufnctiirino'. 
Guta  inc.  (manufacturing). 


1944 
rental 


manufacturing 
manufacturing 


im- 


$5,280 
4,750 
3.500 
4,780 
3.650 
6.530 
3,600 
4,030 
3,780 
2,100 
2;  100 

1,800 
1,700 
4,530 
2,300 

3,400 

3,414 
2,100 
2,700 
5,250 

7,500 

3,000 

4,400 
3,900 

3,000 
2,565 
1,500 
2,400 
4,400 
2,100 
1,080 
720 
7,000 

1,740 

9,000 

9,000 

6,000 
3,300 
1,100 
4.768 

3,000 
7.500 

5,000 


'  1«29. 

»  Plus  escalator  clause. 
» 19.31. 
*  5  jears. 


'  3  years. 

•  .And  bonus. 
'  Two  yea  s. 

*  1929  merger. 


1945  pro- 
posed 


«$7,500 

<  7.000 

*4,500 

6.200 

•5,000 

«9,530 

4.324 

<5,500 

iSOO 

3,250 

^750 

2,400 

2,200 

*6,50U 

3,000 

4,500 

4,200 
4,000 
3,600 
7,500 

8,500 

4,000 

7,000 
4,700 


Assessed  valuations 


1944-46 


4,000 
3,565 
3,000 
4,000 
6,400 
4,000 
1,620 
1,200 
»8,750 

1,980 

11,000 

14,000 

8,000 
4,600 
1.4.% 
6,018 

4,500 
10,000 

7,000 


$1,250,000 
1,250,000 
1.250,000 
1.250,000 
1,250,000 
1,250,000 
1,  250, 000 
1,250,000 
1,250,000 
135,000 
73,000 

73,000 

350,000 

1,250,000 

290,000 

260,000 

290,000 
27.000 
40,000 

800,000 

4, 575, 000 
255,000 

410,000 
910,000 

375. 000 
765,000 
127, 000 
S45,000 
3, 550, 000 
107,000 
107,000 
250.000 
300,000 

90,000 

71,000 

1. 1*50,  000 


1928 


4, 625, 000 
225. 000 
700. 000 
745, 000 

140.000 
1.600,000 

1.  WX).  000 


$2,080,000 
2,080,000 
2,080.000 
2,080,000 
2,080,000 
2,080,000 
2,080,000 
2,080,000 
2,080,000 
200,000 
145,000 

145,000 

700,000 

^030,000 

650,000 

445,000 

650,000 

45.000 

77.000 

<  1,250, 000 

"  6, 700, 000 
450,000 

810,000 
1.500,000 

950,000 

"  1, 225,  OOO 

280.  OOU 

1,220.000 

4,800.000 

173,000 

173,000 

400,000 

440,000 

100,000 

150,000 

2.150,000 

6. 000. 000 

450,000 

1,150,000 

1.115,000 

290,000 
»  12. 575, 000 

12. 575, 000 


•  1931,  new  buildintr. 
'0  1929.  new  building. 
"  Up. 
'» 1930.  new  building. 
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Mr.  Platzker.  Jtssemblyman  D.  Mallory  Stephens,  chairman  of 
the  New  York  State  Legislative  Committee  on  Commercial  Rents, 
sent  the  following  reply  to  Mayor  LaGuardia,  via  Western  Union,  on 
September  23,  1944: 

Mr.  Charles  D.  Brietel,  counsel  to  Governor  Dewey,  has  forwarded  me  the 
memorandum  on  commercial  rent  which  you  sent  the  Governor  this  week. 

Our  committee  has  already  investigated  thousands  of  such  cases :  Some  have 
been  settled  satisfactorily.  Others,  including  those  on  your  list,  will  be  the  sub- 
ject of  public  hearings  in  the  Bar  Association  Building  beginning  October  5,  1944. 
at  10 ;  30  a.  m.    The  committee  welcomes  your  interest. 

I  respectfully  hand  to  the  committee  a  copy  of  that  telegram,  sent 
to  the  mayor  by  Assembljonan  D.  Mallory  Stephens,  citing  thousands 
of  cases  called  to  their  attention. 

The  Chairman.  For  the  record.  Assemblyman  Stephens  is  chair- 
man of  the  New  York  State  Legislative  Committee  on  Commercial 
Rents ;  is  he  not  ? 

Mr.  Platzker.  Yes,  sir. 

The  Chairman.  Proceed  with  your  statement. 

Mr.  Platzker.  But  at  this  date,  however,  thousands  of  business  and 
commercial  tenants  are  still  without  any  means  of  relief  or  protection. 
In  desperation,  these  businessmen  and  trade  associations  representing 
them  again  turn  to  Congress  for  help. 

May  I  now  respectfully  call  the  attention  of  the  Senate  Committee 
on  Banking  and  Currency  to  the  fact  that  as  far  back  as  October  27, 
1943,  Mayor  LaGuardia  attempted  to  prevent  business  and  commer- 
cial rent-gouging  when  he  created  the  mayor's  lift  rental  mediation 
board.  The  mayor  appointed  this  board  after  more  than  200  busi- 
nessmen appealed  to  him  for  help  in  renewing  their  leases  which  in- 
volved demands  for  exorbitant  rental  increases.  The  membership  of 
this  board  included  such  outstanding  New  York  City  realty  men  as 
Charles  F.  Noyes,  Donald  F.  Richart,  Andre  L.  Benel,  and  Maj.  George 
A.  Sherron.  The  mayor  felt  that  the  recommendations  of  these  men 
as  to  the  fair  appraised  value  of  the  commercial  and  business  space 
for  lease  renewal  would  be  widely  accepted.  In  3  months,  the  media- 
tion board  acted  on  636  appeals.  Although  it  had  no  power  to  enforce 
its  recommendations,  approximately  30  percent  of  the  board's  recom- 
mendations were  accepted  by  both  tenants  and  owners,  approximately 
50  percent  of  its  recommendations  resulted  in  owners  modifying  their 
original  demands,  while  the  remaining  20  percent  insisted  upon  the 
original  increase  or  the  vacating  of  the  premises. 

During  1944  the  efforts  of  the  mayor's  loft  rental  mediation  board 
becanie  more  difficult,  as  each  public  hearing  on  rent  control  was  con- 
cluded without  any  indication  that  a  rent-freeze  order  would  follow. 

If  the  Senate  Committee  on  Banking  and  Currency  were  to  listen 
to  the  direct  testimony  of  everv  business  tenant  in  New  York  City 
now  faced  with  rent-gouging  increases,  it  would  probably  remain  in 
continuous  session  for  months.  Thousands  of  business  and  commer- 
cial tenants— perhaps  more  than  5,000— are  now  at  tlie  mercy  of  rent- 
gougmg  landlords.  Large  delegations  of  these  tenants  have  been 
steadily  coming  to  my  office  in  the  Municipal  Building  appealinor  for 
Help  in  renewing  their  leases.  But  the  owners  want  no  interference 
and  are  determined  to  win  their  rent-gouging  leases— unless  Coneress 
will  stop  them.  ^ 
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Tenants  who  delay  signing  new  leases  for  2,  3,  or  5  yeai*s — even  at  a 
few  days'  notice — ^though  the  increases  are  very  drastic,  soon  find  them- 
selves headed  for  eviction  from  their  premises  at  the  expiration  of 
their  leases  in  January  1945.  Hundreas  of  business  and  commercial 
tenants  have  already  been  told  to  vacate  their  lofts  within  the  next  2 
month,  although  they  are  desirable  tenants.  Most  of  these  tenants  are 
unable  to  obtam  new  lofts  due  to  the  expansion  of  others,  and  the  gen- 
eral lack  of  vacant  space. 

A  typical  example  of  tenants  having  their  lofts  rented  over  their 
heads  is  the  shocking  experience  of  H.  Rosenhirsch  Co.,  Inc.,  of  808 
Broadway,  Manhattan.  The  War  Production  Board  and  the  Defense 
Supplies  Corporation,  I  am  told,  attempted  to  come  to  their  aid,  but 
in  vain.  The  H.  fiosenhirsch  Co.  is  an  agency  for  the  distribution  of 
bristles  for  the  Defense  Supplies  Corporation,  and  enjoys  an  excellent 
reputation.  Thg^  are  now  paying  an  annual  rent  of  $4,500  per  year 
for  their  loft.  They  were  recently  asked  to  sign  a  new  lease  for  3 
years  at  an  annual  rental  of  $6,500,  or  an  increase  of  approximately 
50  percent. 

Senator  Tapt.  How  much  money  is  invested  in  that  property,  or 
what  valuation  is  placed  upon  it! 

Mr.  Platzker.  I  have  not  the  figures  here  witli  me. 

Mr.  Taft.  Then  I  might  suggest  the  possibility  that  the  increase 
is  no  evidence  of  injustice,  I  mean,  if  you  cannot  supply  this 
information. 

Mr.  Platzker.  I  can  probably  get  the  figures  and  give  them  to  you. 

Senator  Taft.  All  right.    Who  was  the  landlord! 

Mr.  Platzker.  The  agent  in  this  case  was  Williams  &  Co. 

Senator  Taft.  But  you  do  not  know  who  the  landlord  was? 

Mr.  Platzker.  No;  I  may  have  that  name  among  the  correspond- 
ence I  have  here  in  the  file,  but  T  cannot  lay  my  hand  on  it  easily  at 
the  moment. 

Senator  Taff.  Very  well. 

The  Chairman.  You  may  proceed. 

Mr.  Platzker.  They  first  told  the  agent  that  they  would  think  it 
over  and  then  told  him  that  they  would  sign  the  new  lease  for  $6,500 
per  year.  The  agent,  however,  ignored  the  request  and  instead  leased 
this  loft  to  another  firm  (Criterion  Shirt  Band  Co.,  Inc.)  for  3  years 
at  a  much  higher  rental.  The  new  tenant  will  pay  $7,500  for  1945, 
$8,000  for  1946,  and  $8,000  for  1947. 

The  Chairman.  What  are  they  paving  now  ? 

Mr.  Platzker.  They  are  paying  $4,500.  At  this  point  I  want  to 
offer  all  correspondence  bearing  on  the  matter  by  the  old  tenant  and 
the  new  tenant  in  this  case. 

(The  letters  are  as  follows :) 

Ckitekion  Shirt  Band  Co.,  Inc., 
New  York,  .V.  Y.,  November  21,  19^. 
Mr.  Joseph  Pi^vtzkkb. 

New  York,  N.  Y. 

Dear  Sib:  As  per  telephone  conversation  had  with  you  on  Saturday,  I  am  en- 
closing herewith  copies  of  two  letters  we  received  from  Adams  &  Co,  one  on 
September  28, 1944,  and  the  other  on  October  30,  1^4. 

I  am  also  giving  you  herewith  the  information  you  asked  for  on  the  lease: 
This  lease  is  dated  October  20,  1944.  covering  the  premises  at  806-808  Broadway, 
New  York  City.  Rent  per  year :  $7,500,  February  1,  1945  to  .January  31,  1946 ; 
$8,000,  February  1,  1946  to  January  31,  1948 ;  monthly  rent,  $625  to  January  31, 
1946 ;  $666.67  to  January  31, 1948. 
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This  is  a  3-year  lease  from  February  1,  1945,  to  January  31,  1948. 
I  have  already  given  the  landlord  a  check  for  $635  (the  additional  $10  is  for 
water  and  sprinkler  charges)  in  advance  for  1  month's  rent  commencing  with 
February  1,  1945.    We  have  this  canceled  che<:k  in  our  iM>ssession  and  would 
be  glad  to  show  you  same. 
We  hope  this  information  will  be  of  benefit  to  you. 
Very  truly  yours. 

Criterion  Shirt  Band  Co.,  Inc., 
h.  fueiian. 


[Copy  of  letter  received  from  Adams  &  Co.] 


Re  Third  Floor 


Criteriox  Shirt  B.\nd  Co..  Ixa, 
New  York,  N.  Y.,  ScptrmbPr  28,  194^. 


Critekion  Shirt  Band  Co.,  Inc., 

New  York,  N.  Y. 

Gentlemen  :  Last  Tuesday,  the  property  at  801  Broadway  was  sold  to  a  manu- 
facturing;  company  who  will  occupy  your  space  above-mentioned,  for  its  own 
purposes. 

Since  the  lease  on  your  premises  expires  January  31,  1945,  the  owner  has  re 
quested  that  we  write  you  to  give  you  suflScient  time  to  look  for  new  quarters. 

We  olfer  the  services  of  our  renting  organization  and  ask  that  you  be  good 
enough  to  call  the  writer  who  will  be  pleased  to  show  you  other  space. 
Yours  very  truly, 

AoAMs  &  Ca  Real  Estati;  Iwc., 

Samibl  HAI'SMAN, 

Manager,  Lraaing  Department. 

[Copy  of  letter  received  from  Adams  &  Co.] 

Criterion  Shirt  Band  Co.,  Inc., 
New  York,  N.  Y.,  October  SO,  19U. 
CuTKRioN  Shirt  Band  Co.,  Inc.. 

itf  New  York,  N.  T. 

Gehilemen  :  In  accordance  with  clause  84  of  the  lease  dated  August  20,  1942, 
between  801  Broadway  Realty  Corporation  as  landlord  and  yourself  as  tenant 
of  the  third  floor  and  portion  of  the  basement  at  801-807  Broadway,  we  wish 
te  advise  you  that  the  landlord  has  elected  to  and  hereby  does  cancel  your 
occupancy  and  the  term  of  said  lease  as  of  January  15,  1945. 

Kindly  be  governed  by  these  instructions  and  vacate  the  premises  no  later 
thjua  January  15,  1945,  leaving  same  in  broom-clean  condition  and  free  of  all 
debris. 

Very  truly  yours, 

AuAMS  &  Co.  Real  Estate,  iNa, 

(Agents    for    Broadway,    Eleventh    Street    Corporation, 
present  owners). 
>  By  E.  D.  Bresel. 


H.  RaSENHIRSTH  (^O..  InC, 

New  York,  November  1,  1944. 
Mayor's  CoMMirraE  on  Rent  CowraoL, 

New  York,  N.  Y. 
(Attention  Mr.  Platzker) 
Dear  Mr.  Platzker:  We  have  been  served  last  week  with  a  notice  by  the 
Williams  &  Co.  to  vacate  our  premises  at  the  termination  of  our  lease  which 
IS  January  31,  1945.  The  WilUams  &  Co.  have  never  advised  us  regarding 
this  until  receipt  of  this  letter.  They  did,  however,  during  the  latter  part 
of  the  summer  say  that  they  would  raise  the  rent  to  $7,500  on  a  yearly  basis 
or  $6,500  for  a  3-year  lease  from  the  present  rate  of  $4,500. 

I  have  advised- them  that  we  would  let  them  know  regarding  this.    After 
phoning  them  several  times  to  come  down  with  the  lease  they  have  never 
66660—44 2 
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showed  up  until  we  received  this  letter.    During  the  past  few  days  we  have 
looked  all  over  the  city  and  cannot  find  anything  for  our  purpose. 

We  have  been  in  this  building  for  7  years  since  coming  to  New  York  from 
Rhode  Island  and  have  never  given  the  landlord  any  reason  for  complaint. 
We  find  that  the  Williams  &  Co.  have  rented  the  loft  over  our  heads  without 
asking  us  whether  or  not  we  intended  to  stay.  In  view  of  the  fact  that  we 
cannot  find  a  place  to  go  to,  we  would  like  to  know  what  can  be  done.  We  are 
the  Government  agency  for  the  distribution  of  bristles  for  the  Defense  Sup- 
plies Corporation  and  we  cannot  be  interfered  with  in  doing  this  work.  Won't 
you  please  advise  us  the  possibilities  of  our  staying  here  and  also  if  you  can  re- 
strain the  Williams  &  Co.  from  leasing  the  loft  over  our  heads. 
Very  truly  yours, 

H.     ROSENHIBSCH     Co.,     InC, 
N.   E.    ROSENHIRSCH. 

P.  S.  We  took  the  matter  up  with  the  Office  of  Price  Administration  and  they 
advised  us  to  get  in  touch  with  you. 

The  Chaikman.  You  may  continue  your  statement. 

Mr.  Platzker.  Although  the  Rosenhirsch  Co.  is  one  of  New  York 
City's  largest  bristle  dealers— and  helping  in  the  war  effort—it  is  un- 
able to  find  another  loft. 

Other  cases  are  similar  to  that  of  the  Novelty  Veiling  Co.,  manufac- 
turers occupying  a  loft  at  39  West  Thirty-seventh  Street,  Manhattan. 
They  are  now  paying  an  annual  rent  of  $2,700.  They  were  offered  a 
renewal  of  their  lease  at  $5,000  per  year.  When  they  hesitated,  the  loft 
was  rented  to  another  firm  for  $5,500. 

This  letter  is  now  offered  in  evidence. 

NoviaLTT  Veiling  Ca, 

New  York  October  10, 1944- 
The  Mayobs  Committee, 

New  York,  N.  Y. 

Gentlemen:  We  are  having  a  problem  in  fluding  new  space  for  our  business. 
Our  present  rental  is  $2,700,  and  wlien  our  landlord  Tishman  Realty  Co.  increased 
it  to  $5,000  we  thought  that  it  was  too  drastic  an  increase,  and  asked  him  if  he 
would  do  better  for  us.  He  gave  us  an  alternative  of  either  renewing  this  lease  for 
$5,000  or  renting  it  to  another  party  at  $5,5C0,  which  he  did. 

Our  business  has  grown,  and  although  we  need  larger  quarters  if  they  are 
available,  we  would  just  as  soon  stay  here  if  arrangements  can  be  made  until  new 
quarters  are  available.  We  could  use  6,000  to  8,000  square  feet  of  space.  We 
employ  over  30  people  in  help  and  also  use  contractors  who  employ  possibly  200 
people,  and  I  do  believe  if  we  should  not  be  able  to  find  working  quarters  they 
would  be  thrown  out  of  jobs. 

We  would  appreciate  every  effort  that  you  are  able  to  make  in  our  behalf. 

Thank  you  for  this  courtesy,  we  remain 
Yours  very  truly, 

Novelty  Vehjnq  Co. 

Mr.  Platzker.  Tlie  Novelty  Veiling  Co.  now  employs  30  workers, 
and  uses  contractors  who  employ  approximately  200  workers.  This 
company  is  now  faced  with  eviction  in  January.  If  it  is  fortunate  to 
find  another  loft  it  will  most  likely  be  at  a  skyrocketing  price.  But  if 
it  fails  to  find  new  quarter.s,  and  tliat  is  possible,  their  own  workers  and 
the  workers  employed  by  the  contractors  will  be  thrown  out  of  jobs. 

Among  the  many  shocking  cases  of  rent  gouging,  the  plight  of  the 
firm  Marcel  Boucher  &  Co.,  manufacturei-s  of  novelties,  at  304  East 
Twenty-third  Street,  Manhattan,  stands  out.  And  here  are  the  papers 
in  that  case. 
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Mabcbl  Boucher  Et  Cm., 
New  York  City,  November  27, 19H, 
Mayobs  Committbii, 

New  York,  N.  Y. 
(Attention  Mr.  Golden — Room  1836.) 

Gentlemen  :  Oti  August  20,  1943,  we  wrote  our  Hon.  Fiorello  LaGuardia  rela- 
tive to  the  necessity  of  legislation  regarding  the  enactment  of  freezing  rent  law 
on  business  properties.    Copy  of  said  letter  is  attached  hereto. 

Once  again  we  are  obliged  to  present  our  case  to  you  regarding  repeated  ad- 
ditional increases  in  rents  demanded  by  our  lessor. 

We  are  manufacturers  of  novelties,  located  at  304  East  Twenty-third  Street, 
New  York,  N.  Y.,  occupying  a  space  area  of  7,100  square  feet  on  the  eleventh  floor. 

Terms  of  lease  on  above  premises : 

July  1,  1940,  to  January  31,  1941 :  $1,200  per  annum  for  7,100  square  feet  floor 
space. 

February  1,  1941,  to  January  31,  1944:  $2,700  per  annum  for  7,100  square  feet 
floor  space. 

February  1,  1944,  to  January  31,  1945 :  $5,200  per  annum  for  7,100  square  feet 
floor  space. 

Present  terms  and  demands  by  our  lessor  on  renewal  of  lease :  February  1  1945, 
to  January  31,  1948 :  $7,000  per  annum  for  7,100  square  feet  floor  space. 

During  the  above  period  of  occupancy  no  improvements  or  additions  have  been 
made  by  the  lessor. 

Lessor,  R.  &  H.  Management  Co.,  271  Madison  Avenue,  New  York.  Lessee. 
Marcel  Boucher  et  Cie,  304  East  Twenty-third  Street,  New  York. 

We  therefore  appeal  to  you  to  present  our  problem,  one  of  many  similar  to  ours, 
to  our  New  York  Senator,  Robert  Wagner,  for  the  introduction  of  a  rental-freezing 
bill  to  eliminate  such  above  abuses  and  parasites. 

Your  efforts  and  cooperation  in  this  matter  will  be  a  mutual  benefit  to  all 
concerned  tenants. 

Very  truly  yours, 

Marcel  Boucher  et  Cm, 
Marcel  Boucher,  ''Partner,** 

Marcel  Boucthes  et  Cib, 

CT       ^  ^   ^  N^w  York  City,  August  30,  19iS. 

Hon.  Fiorello  LaGuardla,  >      t^^ 

Mayor  of  New  York  City. 

Mayor:  This  liberty  is  exercised  with  the  sole  purpose  of  bringing  to  you  our 
case  m  regard  to  rental  increase  on  business  property.  ^  ^       j 

We  are  an  established  firm  in  the  manufacture  of  jewelry,  with  office  and  factorv 
located  at  304-310  East  Twenty-third  Street,  New  York  City  ^ 

At  said  premises  we  occupy  the  eleventh  floor  at  an  annual  rental  of  $2,700 

Our  lease  expires  on  January  1, 1944.  Whereupon  we  have  been  inf  ormedthat 
effective  January  1, 1944,  said  rental  value  for  same  floor  space  without  any  altera- 
tions or  improvements  thereon  shall  be  increased  to  $5,200  annually 

an^tMn^^faTe  ^f  S"'  "'""' "'  '"'  '"^' ''"  ""'^'^  ^^  ^^^  unreasonable 

wi^^'^^JM;  ^^v^I^^^r.i*'^  1?"^^'?^  ^^  newspapers  and  exchange  of  conversation 
with  the  New  York  Chamber  of  Commerce,  we  are  informed  of  the  pending  three 
lh«wiV"if  ^•^''^^^^^.^«,  freezing  of  rents  in  this  city  of  ours.  We  are  ^so  informed 
that  you  have  appointed  a  committee  of  three  to  bring  about  some  form  «.f  relief 

o^^sJLrcrcfl"aVAIban"N  y""^  '"^  ^^  ^""  ^""^^^"^"  ''''  consideration  with 

tn^l JrL^f^Sf''^  ^'V"'  "'"^?^'  '"^'^'''^'^^  •"  ^^'^  ^'"^^^'  ^^  submit  this  information 
to  strengthen  and  support  your  t^orts  and  attention  in  bringing  about  the 
enactment  of  a  rent-fret  zing  la^.  auum   inv 

i,/p"4i«?iV,''*'  ^^'^^  r  P"f^"^"<>  l^w-  ^'ther  executive,  administrative  or  local,  is 
m  existence  regarding  freezing  of  rents  in  this  city  of  ours,  we  look  forward  to 
Si?  *;"^."^^«''^«te«l  and  capable  to  bring  encouragement  and  relief  t.)  us  and 
similar  business  people  in  our  position. 

tioTi"^  we  afe^*"'^^  ^'*"  ^'"  ^"""^  ^^'"^  "''^^^^•'  ^''"'*  wholehearted  support  and  arten- 
Yours  very  truly,  ' 

Marc?el  Boucher  et  Cie. 

m^ntVn  ^,  "^^"'!S«"»*^'»t  •>f  '^Z  l"'r ''^-^  '^  ^^  *^^  ^*"»*^«  «^  «^^  R-  &  H.  Managi^- 
ment  Co.,  271  Madison  Avenue,  New  York  City. 
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The  Chairman.  You  may  i-esume  your  statement. 

Mr.  Platzker.  In  1943  they  were  paying  an  annual  rent  of  $2,700 
for  their  loft.  When  they  were  told  that  their  1944  rent  would  be  in- 
creased to  $5,200  per  year  they  appealed  to  the  mayor's  loft  rental 
mediation  board  for  help.  The  owner,  however,  insisted  u])on  his 
price  and  the  tenant  was  compel lexl  to  sign.  Marcel  Boucher  &  Co. 
is  now  being  a  ^:pd  to  sign  a  new  lease  for  3  years  at  an  annual  rent 
of  $7,000.  Tlurefore,  they  too,  through  me,  appeal  to  the  Senate 
Committee  on  Banking  and  Currency-toappEOve  Senate  bill  S.  2176. 

Some  business  and  commeivial  rentals  are  skynx^fceting  to  a  point 
where  the  speculative  owner  of  the  property  will  net  100  percent  per 
year  on  his  equity.  An  example  of  such  fat  profits  will  be  shown  at 
22  West  Thirty-eighth  Street,  Manhattan,  where  an  eqaiity  investment 
of  $48,000  will  show  an  annual  profit  of  about  $49,000.  Rents  in  this 
building  are  being  increased  over  100  percent  for  1945. 

The  owner  of  395  Fourth  Avenue  is  due  for  a  sensational  profit  of 
$100,000  a  year  on  his  equity  investment  of  $50,000 — or  200  percent 
pFofit. 

Senator  Hawkes.  Mr.  Chairman,  may  I  ask  a  question  at  this 
point  ? 

The  Chairman.  Certainly,  Senator  Hawkes. 

Senator  Hawkes.  When  you  say  100  percent  you  mean  that  is  the 
equity  in  the  property  ? 

Mr.  Pi^TZKER.  That  is  the  investment  when  he  bouglit  the  property. 

Senator  Hawkes.  Does  that  mean  the  total  investuK^nt,  including  a 
mortgage? 

Mr.  Platzker.  It  is  excluding  th<^  mortgagi^. 

Senator  Hawkes.  Do  you  mean  that  on  the  value  of  the  property  as 
it  stands  to  him,  he  will  net  100  percent  ? 

Mr.  Platzker.  No  ;  on  his  investment. 

Senator  Taft.  What  bearing  does  that  have  on  the  question  we  are 
considering  here?  Suppose  he  purchased  it  for  5  percent  of  that 
price?  It  seems  to  me  in  order  to  make  a  case  you  will  have  to  give 
us  all  of  the  facts,  figures,  and  names.  I  think  you  should  do  that  if 
you  want  them  used.  It  all  depends  upon  the  circumstances  of  the 
individual  case. 

Mr.  Platzker.  The  investment  on  t}^^  part  of  the  owner  of  this 
property  when  he  purchased  it  was  $48,000  in  cash,  above  the  mortgage. 

Senator  Taft.  And  what  was  the  mortgage? 

Mr.  Platzker.  I  have  not  got  that. 

Senator  Taft.  That  makes  quite  a  difference.  Wlien  you  pay 
$48,000  in  cash  you  may  also  assume  an  obligation  to  pay  $500,000. 

Mr.  Platzker.  Yes. 

Senator  Taft.  So  the  return  on  the  $48,000  in  cash  does  not  make 
any  difference. 

Mr.  Platzker.  We  figure  on  all  that  has  a  bearing  on  the  case,  taxes, 
insurance,  interest  on  mortgage.  After  meeting  all  of  these  obliga- 
tions he  will  still  have  quite  a  net  on  his  investment. 

Senator  Taft.  The  question  is,  what  he  paid  for  the  property,  and 
what  he  has  paid  and  will  pay  on  the  property  in  its  entirety.  You 
must  show  those  figures  if  you  want  to  make  a  case  that  he  is  getting 
too  much  money  by  way  of  rent.  Maybe  he  did  not  pay  out  any 
money,  or  5  cents,  but  we  do  not  know  that.     The  question  is,  what 
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he  assumed.    The  assumption  of  a  mortgage  is  as  much  a  part  of  his 
investment  and  risk  he  is  taking  as  the  cash  be  puts  in. 

Mr.  Platcker.  But  we  do  know  tliis,  that  there  are  a  large  number 
of  applications  on  file  now  with  savings  banks  and  insurance  com- 
panies for  increases  of  mortgages  because  of  what  is  happening  here. 
I  think  if  this  committee  would  take  the  liberty  of  sunmioning  officers 
of  savings  banks  and  insurance  companies,  the  members  of  the  com- 
mittee would  be  astounded.  In  this  particular  case  we  show  the  profit 
on  the  investment  is  $49,000. 

Senator  Tafi.  But  if  you  want  to  make  a  case  you  have  to  show 
what  the  real  investment  is,  what  the  property  is  worth  today,  and 
whether  the  return  on  that  is  excessive  or  not.  The  mere  fact  that 
the  rental  is  more  than  was  charged  last  year  does  not  prove  whether 
it  is  reasonable  or  unreasonable.  Nor  does  the  amount  of  the  equity 
prove  anything.  I  would  say  you  have  not  a  complete  case.  In  other 
words,  I  do  not  think  you  make  a  complete  case  with  the  facts  that 
you  have  given  to  us. 

Mr.  PiiA'rzKER.  I  will  try  to  provide  you  with  that  supplemental 
data. 

Senator  Hawkes.  If  a  man  has  an  investment  of  $50,000  in  a  prop- 
erty, how  much  mortgage  might  he  have  to  stare  him  in  the  face  ? 

Mr.  Platzker.  The  mortgage  is  $200,000  at  4  percent  interest. 

Senator  Hawkes.  So  that  his  real  investment  is  $250,000  in  that 
building,  because  he  is  responsible  for  the  $200,000  mortgage. 

Mr.  Platzker.  Yes,  sir. 

Senator  Hawkes.  So  it  is  not  quite  fair  to  say  he  is  making  200 
percent  on  the  value  of  the  property. 

Mr.  Platzker.  After  meeting  all  his  current  obligations,  that  would 
be  his  net. 

Senator  Hawkes.  But  he  does  not  make  200  percent  on  the  value 
of  the  property.  That  is  the  point.  And  if  you  have  ever  had  a 
mortgage  on  anything,  you  know  how  difficult  it  is  sometimes  to  pay 
that  mortgage  on  real  estate.    He  has  got  something  to  think  about. 

Mr.  Platzker.  Well,  I  believe,  Senator,  that  if  every  property 
owner 

Senator  Hawkes.  I  am  not  saying  anything  about  that. 

Mr.  Platzker.  Has  as  much  to  worry  about  on  the  mortgage  as  this 
man  at  396  Fourth  Avenue,  I  think  the  whole  country  would  go  into 
the  real  estate  business. 

Senator  Hawkes.  Well,  I  know  nothing  about  that. 

Mr.  Platzker.  Yes. 

Senator  Hawkes.  But  I  want  to  get  the  point  that  200  percent  is 
not  on  the  value  of  the  property. 

Mr.  Platzker.  It  is  on  the  investment. 

Senator  HawkeSs.  And  so  forth. 

Mr.  Platzker.  It  is  a  net  profit  on  his  investment  after  meeting 
current  obligations. 

Kesuming  where  I  left  off: 

A  detailed  study  of  other  buildings,  I  am  sure,  will  easily  reveal 
widespread  profits,  as  a  result  of  rent-gouging,  that  will  exceed  even 
some  of  the  most  handsome  profits  netted  by  speculative  operators 
in  1927,  1928,  or  1929. 

The  owner  of  101  West  Thirty-seventh  Street— occupied  by  at  least 
50  tenants — attempted  to  collect  huge  bonuses  instead  of  increasing  the 
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leases.  After  Mayor  LaGuardia  exposed  this  demand  most  tenants 
finally  obtained  new  leases  but  at  higher  rentals  than  the  amount  of 
the  present  leases  plus  the  requested  bonuses.  I  wish  to  read  into  the 
record  of  this  hearmg  a  letter  dated  August  25, 1944,  from  the  Maebelle 
Novelty  Co.,  located  in  this  building,  and  addressed  to  the  Office  of 
Price  Administration,  535  Fifth  Avenue,  New  York  City. 

Incidentally,  all  complaints  sent  by  commercial  tenants  to  the  O.  P. 
A.  have  been  referred  to  our  board  for  assistance  or  follow-up.  I 
think  this  is  a  particular  communication  that  would  interest  you  all. 
I  am  submitting  it  in  evidence  also. 

Senator  Taft.  In  the  case  of  many  buildings  they  were  sold  under 
foreclosure  proceedings  and  were  purchased  for  a  song. 

Mr.  Platzker.  And  those  people  that  bought  properties  for  a  song 
are  now  trying  to  bring  back  rentals  to  what  they  were  in  1929,  or 
maybe  even  higher  than  that. 

Senator  Taft.  And  maybe  some  of  the  people  lost  all  that  they 
put  in  it. 

Mr.  Platzker.  Those  are  typical  speculators  that  had  no  interest 
as  far  as  the  future  of  New  York  is  concerned. 

Senator  Taft.  Yes,  but  while  you  are  telling  us  that,  you  have  no 
evidence.  You  do  not  give  us  the  names  of  the  owners.  We  cannot 
submit  it  to  them.  Unless  you  give  us  more  facts  about  these  cases  I 
do  not  think  you  can  make  any  cases,  except  the  general  fact  that 
rents  are  going  up,  which,  of  course,  we  are  concerned  about. 

Mr.  Platzker.  We  have  no  vacant  space  available.  All  of  the 
realty  men  admit  that.  If  a  tenant  wants  to  stay  in  business  he 
must  pay  what  he  is  asked  to  pay.  If  you  do  not  want  to  control 
inflation,  all  right. 

Senator  Taft.  It  is  not  what  we  do  or  do  not  want  to  do.  If  we 
are  to  legislate,  we  must  have  factual  information.  Let  us  take  the 
case  of  H.  Rosenhirsch  Co.,  Inc. :  Do  you  suggest  that  the  fact  that 
they  would  have  to  pay  $3,000  or  more  a  year — ^which,  incidentally, 
would  reduce  their  taxes,  so  that  the  total  increase  would  not  be  prob- 
ably over  $500  a  year — ^would  that  increase  the  price  of  bristles  to  the 
Government  ?    Does  that  affect  the  inflation  picture  ? 

Mr.  Platzker.  That  is  only  one  small  point.  They  are  asked  to  pay 
a  50  percent  increase,  and  before  they  had  a  chance  to  give  a  yes  or  no 
answer,  the  property  is  leased  to  someone  else.  They  are  denied  the 
right  to  give  the  matter  consideration  and  to  give  an  answer.  It  was 
rented  to  some  strange  tenant  for  $8,000. 

Senator  Taft.  You  are  suggesting  that  tJifis  has  a  general  effect  upon 
the  price  of  goods  sold  to  the  public.  I  am  asking  you  for  informa- 
tion, whether  in  this  particular  case,  which  you  say  is  an  outrageous 
case  of  a  possible  advance  of  $3,000  a  year  in  rent,  whether  that  really 
is  going  to  affect  the  price  of  what  that  firm  sells  to  the  Government. 

Mr.  Platzker.  Perhaps  in  that  particular  case  it  may  not.  But  I 
do  want  to  point  out  that  they  were  ready  to  sign  a  lease  for  a  50 
percent  increase  in  rent,  but  someone  else  signed  a  lease  that  will  in- 
crease the  rent  almost  100  percent. 

Senator  Taft.  I  understand  your  statement.  But,  after  all,  has  all 
that  any  substantial  eiffect  on  the  general  inflation  picture? 

Mr.  Platzker.  I  believe  so,  because  it  goes  right  on  down  the  line. 
You  come  right  on  do^vn  the  line  to  the  retailer. 
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.    Senator  Tapt.  What  is  the  annual  volume  of  product  of  the  Rosen- 
hirsch Co.  m  that  particular  loss  ? 

Mr.  Platzker.  I  have  not  the  details.  I  will  be  glad  to  furnish  any 
additional  details. 

Senator  Taft.  I  would  be  surprised  if  it  were  not  as  much  as  $5,000,- 
000  a  year,  and  if  that  is  the  case,  what  is  the  difference?  What  dif- 
f erence  does  a  thousand  or  two  dollars  make  in  the  cost  price  ?  How 
does  it  affect  the  general  inflation  picture? 

Mr.  Platzker.  We  look  at  it  this  way :  If  that  same  thing  is  repeated 
all  over  town,  it  will  be  serious.  In  only  an  isolated  case  you  may 
be  correct. 

Senator  Taft.  It  seems  to  me  you  might  have  a  better  case  to 
show  inflation  if  you  could  show  the  retail  grocery  stores,  I  mean 
more  than  in  the  case  of  the  lofts. 

Mr.  Platzker.  I  believe  there  is  testimony  in  the  hands  of  the  com- 
mittee sent  m  by  the  independent  retail  grocers.  They  have  an  asso- 
ciation representing  10,000  retail  grocers. 

Senator  Taft.  I  think  that  sort  of  thing  might  have  more  effect  upon 
the  general  inflation  picture  than  the  loft  buildings.  I  do  not  believe 
this  will  affect  the  price  of  Government  goods. 

Mr.  Platzker.  In  proceeding  here  I  will  present  some  additional 
things.  For  instance,  the  New  York  State  Pharmaceutical  Associa- 
tion, representing  5,000  retail  druggists,  have  complaints.  We  have  a 
conglomeration  of  a  situation,  and  I  am  pointing  it  out  case  by  case. 
Of  course,  if  this  case  is  justified,  and  if  other  cases  are  justified,  we 
are  just  encouraging  another  wild  boom.  We  have  felt  for  some  time 
that  if  rentals  are  fair,  the  chance  of  being  able  to  cushion  our  post- 
war program  may  be  easier  for  business.  . 

Senator  Taft.  I  want  to  know  the  effect  of  what  you  are  talking 
about  on  the  national  inflation  picture.  I  am  doubting  a  little  whether 
it  is  enough  to  justify  the  complete  interference  of  the  Federal  Govern- 
ment throughout  the  United  States. 

Mr.  Platzker.  All  right. 

Senator  Butler.  I  think  it  would  clarify  the  whole  picture  if  you 
could  add  to  your  statement,  at  your  convenience,  a  statement  that 
would  show  what  percentage  this  represents  on  the  gross  sales  of  the 
iirms  that  you  mention ;  that  is,  what  the  rental  represents  as  a  per- 
centage  on  gross  sales,  on  the  old  basis  and  on  the  new  basis 
•Mr.  Platzker.  AU  right. 

Senator  Buck.  Mr.  Chairman,  may  I  put  a  question^ 

The  Chairman.  Yes. 

Senator  Buck.  Mr.  Commissioner,  I  understood  you  to  say  that  some 
banks  have  been  compelled  to  increase  mortgages.  Do  you  know 
whether  or  not  any  of  them  actually  did  ? 

Mr.  Platzker  So  far  they  have  preferred  not  to  discuss  that,  and 
1  don  t  know.    But  I  do  know  that  many  applications  are  on  file  with 
many  institutions.   That  is  why  I  raise  the  question.    On  the  one  hand 
It  we  go  ahead  and  permit  this  to  continue  we  will  get  into  trouble 
and  naortgages  will  go  up.   And  if  they  go  up,  it  leads  to  other  trouble 
in  this  whole  picture. 

Senator  Buck.  What  is  that? 

Mr.  Platzker.  It  will  lead  to  more  trouble  in  the  whole  real-estate 
picture. 
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Senator  Maybank.  Has  there  been  any  other  place  in  the  United 
States  that  has  had  any  complaints?    Do  any  of  you  gentlemen  have 

any  complaints? 

Senator  Buck.  What  was  your  question? 

Senator  Maybank.  Have  you  had  any  complaints  from  any  other 

city  except  New  York?  ,  •  oi.  x 

Senator  Buck.  I  have  had  complaints  of  two  mcreases  m  my  fetate. 

Senator  Maybank.  I  have  not  had  any.  Now,  Mr.  Platzker,  why 
do  you  think  Governor  Dewey  did  not  call  the  New  York  State  Legis- 
lature together  for  the  purpose  of  enacting  a  State  law  to  remedy  your 
situation  ?    I  would  say  that  nothing  like  this  exists  where  I  come  from. 

Mr.  Platzker.  All  that  we  know  about  that  is  that  we  submitted  the 
evidence  to  him,  and  a  committee  was  established  to  hear  testimony. 

Senator  Maybank.  Did  Governor  Dewey  give  any  reason  for  not  do^ 
ing  what  I  have  asked  about  ? 

Mr.  Platzker.  I  have  no  authority;  to  speak  for  the  Governor.  1 
have  only  the  communications  I  submitted  in  evidence,  and  they  indi- 
cate that  there  were  thousands  of  complaints. 

Senator  Maybank.  Do  you  not  have  to  license  these  people  under  a 
city  ordinance  ? 

^Tt*  Pt  atzker   Y^es  sir 

Senator  Maybank.  'Why  couldn't  you  raise  the  license  fees  to  take 

care  of  it? 

Mr.  Platzker.  That  is  another  question.  tt  •    j 

Senator  Maybank.  This  bill  as  I  read  it  affects  all  of  the  United 
States.  There  has  been  no  complaint  from  our  section.  If  such 
a  thing  happened  in  my  State,  we  would  take  care  of  it,  in  the  case  of 
a  city  we  would  pass  a  license. 

Mr.  Platzker.  When  the  bill  was  originally  enacted  the  idea  was 
that  the  entire  United  States  would  come  under  rent  control. 

Senator  Maybank.  In  defense  areas.  . 

Mr.  Platzker.  Yes;  and  New  York  City  is  a  defense  area.  If  this 
bill  as  amended  were  approved  by  the  committee  and  the  Congress, 
it  would  authorize  O.  P.  A.  officials  to  approve  or  disapprove  in  such 
areas  where  complaints  have  been  numerous*  Perhaps  New  York 
City  might  be  one  of  the  few  cities.  . 

Senator  Maybank.  But  the  O.  P.  A.  might  attempt  to  interfere  m 
other  defense  areas  where  there  were  no  complaints.  I  wanted  to 
bring  out  the  fact  that  you  can  license  these  people,  and  you  can  pftt 
the  license  fee  at  $10,000  or  whatever  you  wish,  for  indeed  there  is 
no  limit,  as  I  understand  it,  and  you  could  regulate  them  in  that 

way.  J     .0 

Mr.  Platzker.  Should  we  set  that  type  of  precedent? 
Senator  Maybank.  I  am  not  suggesting  that,  but  am  merely  throw- 
ing that  out  to  show  what  could  be  done.  I  want  to  get  enlighten- 
ment on  the  situation.  If  this  bill  is  enacted  into  law  it  wo\ild  be 
setting  a  precedent  to  investigate  all  rents  in  South  Carolina,  and 
everybody  there  is  satisfied,  so  far  as  I  know.  It  would  be  a  tre- 
mendous expense,  for  it  would  mean  putting  more  people  on  the  pay 
rolls  to  run  all  around  the  United  States.  This  law  applies  to  all 
defense  areas 

The  Chairman.  I  take  it,  if  there  were  no  complaints  the  O.  P.  A. 

would  not  exercise  its  authority. 


RENT  control  FOR  BUSINESS  ACCOMMODATIONS 


21 


Senator  Maybank.  I  am  not  sure  of  that.  Let  me  suggest  this 
thought  to  you :  Wherever  you  have  a  law,  people  can  start  complaints 
with  the  O.  P.  A.,  and  my  experience  is  that  they  will  start  them 
sometimes  whether  justified  or  not. 

The  Chairman.  Before,  when  the  matter  was  up  for  extension  of 
the  O.  P.  A.,  the  sentiment  was  almost  unanimous,  among  business 
people  and  labor  organizations,  for  a  continuation. 

Senator  Maybank.  I  agree  with  that,  but  I  am  suggesting  this  one 
specific  thing. 

The  Chairman.  After  the  last  war,  if  you  go  back  that  far, 
and  I  did,  there  was  a  great  deal  of  shortage  of  dwellings,  and  the 
same  thing  occurred  which  seems  to  be  occurring  here,  to  increase 
rentals  abnormally,  and  the  State  Legislature  of  New  York  did  pass 
the  so-called  rent  law. 

Mr.  Platzker.  Yes,  sir. 

The  Chairman.  I  remember  it  because  it  came  before  me  as  a  judge, 
and  I  declared  it  constitutional.  It  went  all  of  the  way  to  the 
United  States  Supreme  Court,  and  it  was  there  upheld,  that  you  can- 
not have  people  suffer.  There  was  a  decision  to  fix  and  determine 
whether  rents  are  unreasonable.  Haven't  you  the  same  thing  in  New 
York  now  ? 

Mr.  Platzker.  But  the  commercial  rent  viewpoint  is  different  from 
residential.  These  people  are  in  business  to  make  a  profit.  That  is 
.why  New  York  City  set  up  this  board. 

Senator  Maybank.  There  is  a  difference  between  business  and 
homes. 

Mr.  Platzker.  Yes,  sir. 

Senator  Maybank.  And  your  distinguished  Senator  suggests  that 
last  year  the  State  did  pass  a  law. 

Mr.  Platzker.  Yes ;  for  residences  only. 

The  Chairman.  And  you  appealed  to  Governor  Dewey  in  Septem- 
ber or  October. 

Mr.  Platzker.  Yes,  sir;  on  September  16,  if  I  recall  it  correctly. 
The  reason  the  courts  upheld  the  law  of  1922  was  for  health  reasons. 
The  health  of  the  public  was  involved. 

The  Chairman.  It  was  the  general  welfare,  which  included  about 
everything. 

Mr.  Platzker.  Yes,  sir.  Here,  of  course,  as  I  have  said  before,  and 
1  want  to  repeat.  Senator  Taf t,  that  is  why  we  set  up  the  mayor's  loft 
mediation  board,  and  included  on  it  some  of  our  key  realty  men.  Major 
Sherron  is  a  prominent  person  in  New  York  City,  and  he  is  vice  presi- 
dent of  the  management  division  of  the  New  York  Real  Estate  Board. 
So  we  have  been  working  with  prominent  realty  people  right  along. 

Senator  Taft.  Was  this  appeal  made  since  the  last  legislative  session, 
or  when  was  it  made  ? 

Mr.  Platzker.  Yes. 

Senator  Taft.  Is  there  any  reason  why  the  New  York  Legislature 
should  not  deal  with  this  subject  after  the  1st  of  January  instead  of 
our  trying  to  deal  with  it  generally  here  ? 

Mr.  Platzker.  It  will  introduce  other  things.  They  have  to  set  up 
a  new  agency  if  they  do  that.  We  do  not  know  what  they  will  do.  If 
the  New  York  State  Legislature  does  approve  it,  it  will  mean  the  set- 
ting up  of  a  new  agency. 
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Senator  Taft.  It  might  mean  a  new  division  of  the  present  Federal 
agency,  might  it  not  ? 

Mr.  Platzker.  I  think  it  would  mean  a  new  agency. 

Senator  Taft.  If  they  have  no  one  to  deal  with  such  a  thing  at  the 
present  time  they  would  have  to  set  up  a  new  division.  . 

Mr.  Platzker.  Yes,  sir. 

Senator  Maybank.  It  would  be  another  division  of  our  bureaucracy. 

Mr.  Platzker.  In  spite  of  all  the  objections  leveled  at  the  O.  P.  A. 
Rent  Division,  I  will  say 

Senator  Maybank.  I  am  not  criticizing  that. 

Mr.  Platzker.  I  want  to  say  for  the  record  that  the  O.  P.  A.  rent 
activities,  as  far  as  they  are  concerned,  have  been  very  well  done  in  the 
city  of  New  York.    The  number  of  complaints' have  been  very  small. 

Senator  Taft.  My  suggestion  is  that  you  will  have  to  set  up  a  new 
bureau  if  you  handle  business  rentals.  It  would  be  an  expensive  bu- 
reau, for  there  would  be  thousands  and  thousands  of  cases  in  New 
York  City  alone.  I  do  not  think  you  can  say  that  the  State  would 
have  to  set  up  a  new  bureau  and  the  O.  P.  A.  would  not.  I  think  the 
O.  P.  A.  would  also. 

Mr.  Platzker.  The  only  bureau  that  would  have  to  be  set  up  would 
be  one  in  regard  to  appeals.  The  majority  of  the  owners  would  go 
along  on  the  freeze  date.  Only  in  cases  where  it  could  not  be  done 
would  there  be  the  question  of  appeal. 

Senator  Taft.  You  claim  you  could  not  do  this  in  New  York  he-* 
-cause  it  would  take  too  long  to  set  up  a  bureau.  They  can  set  up  a 
bureau  the  same  as  we  can.  It  would  seem  to  be  purely  a  New  York 
affair. 

Mr.  Platzker.  Except  as  to  the  whole  question  of  price  ceilings. 
Everything  of  that  kind  is  regulated  by  the  O.  P.  A. 

Senator  Taft.  We  have  some  two  or  three  areas  in  the  United 
States  whei-e  the  local  people  acted  first,  and  the  O.  P.  A.  stood 
outside.  It  has  been  very  satisfactory.  I  do  not  see  why  we  should 
not  begin  on  the  same  thing  in  the  matter  of  business  rentals.  If 
the  complaint  develops  at  one  place,  let  that  place  try  to  regulate  it 
first.  I  do  not  see  why  New  York  should  not  undertake  this  at  the 
first. 

Mr.  Platzker.  If  we  had  the  authority  in  the  city  of  New  York,  we 
would  go  ahead. 

Senator  Taft.  What  about  the  New  York  State  Legislature  ? 

Mr.  Platzker.  We  do  know  that  the  situation  is  serious. 

The  Chairman.  This  is  a  defense  area? 

Mr.  Platzker.  Yes,  sir. 

The  Chairman.  I  take  it  that  the  Congress  is  vitally  interested  to 
see  that  no  injustice  is  done.  It  is  a  question  of  justice.  We  are 
talking  about  a  lot  of  technicalities,  but  here  is  a  question  of  justice. 

Mr.  Platzker.  Yes,  sir.  Senator  Taft,  I  will  be  glad  to  submit 
additional  data. 

Senator  Taft.  All  right. 

Senator  Maybank.  Might  I  ai^k  one  question  about  the  Government 
agencies  up  there  ? 

Mr.  Platzker.  Yes. 

Senator  Matbank.  What  have  you  done  with  them  ? 

Mr.  Platzker.  Beg  your  pardon. 

Senator  Maybank.  Might  I  ask  you  ? 
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Mr.  Platzker.  Yes. 

Senator  Maybank.  About  the  Government  agencies  and  their  rent. 

Have  they  had  the  same 

Mr.  Platzker.  Problem.    No. 

Senator  Maybank.  Problem. 

Mr.  Platzker.  Not  to  our  knowledge. 

Senator  Maybank.  The  reason  I  ask  that 


Mr.  Platzker.  No,  sir;  not  to  our  knowledge. 

Senator  Maybank.  Army  and  Navy  too  ? 

Mr.  Platzker.  That  is  right. 

Senator  Maybank.  Then,  the  problem  is  more  or  less  to  send  people 
that  are  not  connected  either  directly  or  indirectly  with  the  Govern- 
ment except  in  the  case  of  some  defense  plants  corporation  alone? 

Mr.  Platzker.  That  is  right. 

Senator  Maybank.  It  is  not  direct.  I  ask  that  because  the  mayor 
came  down  here  when  there  wasn't  anything  much  rented  in  New 
York,  so  he  said. 

Mr.  Platzker.  That  is  right. 

Senator  Maybank.  And  we  moved  some  of  the  agencies  up  there, 
and  I  was  hoping  that  at  least  they  were  treated  right  up  there. 

Mr.  Platzker.  I  believe  they  are  being  treated  very  fairly. 

Senator  Taft.  What  is  the  office  building  situation  in  New  York? 
Is  that  comparable  to  the  loft  building  situation,  or  is  there  an  excess 
of  office  building  space? 

Mr.  Platzicer.  Well,  there  was  an  excess  of  office  space,  and  there  is 
in  some  isolated  cases,  but 

Senator  Taft.  You  haven't  had  the  same  experience  with  that  ? 

Mr.  Platzker.  But  more  office  buildings  are  100  percent  rented  now 
than  at  any  time  in  the  history  of  New  York  City.  Of  course,  we  have 
isolated  cases  in  some  parts  of  Wall  Street  where  investment  banking 
houses  were  merged  with  other  organizations  and  they  have  not  been 
able  to  dispose  or  their  properties.  Those  properties  have  been  fixed 
up  in  an  effort  to  obtain  one  new  tenant.  There  are  two  vacant  build- 
ings of  that  type  down  in  Wall  Street.  Unless  you  obtain  one  tenant 
per  building,  why,  it  still  is  available. 

Senator  Taft.  Generally  speaking,  you  do  not  have  the  same  pres- 
sure difficulty  with  office  buildings  that  you  are  having  with  loft, 
buildiiigs  ? 

Mr.  Platzker.  We  have  in  some  cases;  not  in  comparison.  No,  not 
in  comparison ;  but  we  have,  especially  with  the  speculators  who  come 
in  aTid  buy  the  property  and  want  a  quick  profit. 

Senator  Taft.  Can  you  tell  me,  is  there  any  standard  accepted  in 
New  York  as  to  the  percentage?  Is  there  any  relation  between  the 
rentals  of  loft  buildings  and  the  percentage  of  gross  sales  ? 

Mr.  Platzker.  No. 

Senator  Taft.  As  there  is  in  the  case  of  retail  stores  ? 

Mr.  Platzker.  No,  sir;  none  whatever. 

Senator  Taft.  There  is  no  such  relationship  ? 

Mr.  Platzker.  No,  sir. 

Senator  Taft.  What  is  considered  or  what  are  the  standard  rates 
per  square  foot  on  loft  space  in  New  York  ?  Do  you  know  ?  I  mean, 
what  is  considered  a  basis  of  loft  space  rental  ? 

Mr.  Platzker.  Loft?    Or  office? 
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Senator  Taft.  Loft  space;  yes. 

Mr.  Platzker.  Loft  space.  Well,  unfortunately,  there  is  really  no 
yardstick,  of  course,  one  of  the  bad  things  about  so  many  phases  of 
organized  real  estate :  In  other  words,  it  depends  upon  a  lot  of  factors. 
It  depends  upon  your  mortgage,  it  depends  upon  your  location,  it 
depends  upon  the  demand  of  the  industry  that  might  want  to  be  at  one 
particular  location,  and  other  factors. 

Senator  Taft.  A  long  time  ago  in  Cincinnati  I  seem  to  remember 
that  loft  space  was  around  between  30  and  40  cents  a  square  foot. 

Mr.  Platzker.  Well,  we  have  localities  in  Manhattan  in  New  York 

Senator  Taft.  I  may  be  entirely  wrong. 

Mr.  Platzker.  Yes. 

Senator  Taft.  But  I  mean  comparable;  what  are  the  general  rates 
in  New  York  City  ? 

Mr.  Platzker.  We  have  some  localities  in  New  York  City  where 
the  average  per  square  foot  for  loft  space  never  exceeded — not  in  the 
last  20  years,  even — exceeded  50  cents  a  square  foot.  Now  they  are 
skyrocketing  up  to  over  a  dollar  a  square  foot.    In  an  instance  I  cited 

i'ust  a  little  while  ago,  the  Marcel  Boucher  Co.,  they  are  in  a  very  old 
luilding  at  304  East  Twenty-third  Street.  It  is  off  the 'beaten  track, 
no  particular  need  for  it  except,  of  course,  that  that  man  had  been 
there  for  a  long  time  and  they  feel  he  has  no  place  to  go.  They  got 
$2,700  to  $5,000,  $5,200.    Now  it  is  $7,000. 

Senator  Taft.  Are  the  rates  in  Brooklyn  less,  or  are  they  the  same  ? 

Mr.  Platzker.  There  were  increases  in  Brooklyn.  It  depends 
upon  where  speculators  come  in,  as  those  speculators  buy  at  a  profit. 
Nine  times  out  of  ten  when  you  watch  the  papers  and  find  a  property 
has  been  sold,  the  chances  are  there  will  be  trouble  right  away;  and 
that,  of  course,  has  been  the  core  of  our  whole  trouble  in  the  city  of 
New  York. 

Senator  Taft.  That  is  why  I  asked  you  that.  Are  rates  in  the  out- 
lying districts  generally  lower  ? 

Mr.  Platzker.  They  have  always  been  much  lower  than  Man- 
hattan. They  are  older  buildings  and  smaller  buildings,  and  of 
cx)urse  being  so  far  away  from  the  center  of  things  the  values  are 
naturally  lower  too.  They  don't  compare  in  either  size  or  structure  or 
services  with  those  in  Manhattan  structures. 

Senator  Maybank.  Is  this  property  assessed  on  the  basis  of  its  cost 
or  on  the  basis  of  its  cost  with  consideration  of  income,  or  income  ? 

Mr.  Platzker.  Well,  of  course,  we  are  not  to  go  into  the  question 
of  the  manner  in  which  they  are  assessed.  They  are  based  upon  many 
factors. 

Senator  Maybank.  That  is  what  I  meant. 

Mr.  Platzker.  Yes.  There  are  a  combination  of  factors  that  are 
considered  in  connection  with  the  assessment  of  value.  Of  course,  the 
land  itself  is  a  very  important  factor. 

Senator  Maybank.  And  then,  of  course,  the  ineome  that  they  get 
from  it. 

Mr.  Platzker.  That  is  right. 

Senator  Maybank.  Have  you  changed  any  of  the  assessments  as 
these  incomes  have  increased  ? 

Mr.  Platzker.  No;  not  yet,  I  am  glad  you  raised  the  question, 
Senator,  and  I  think  it  was  either  Senator  Mead  or  Senator  Murray 
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that  raised  the  same  question  before  the  Senate  Small  Busi- 
ness Committee  in  July,  and  he  said,  "Why  not  go  ahead  and  increase 
these  assessments  if  the  rents  are  going  out  of  proportion?"  Well, 
of  course,  if  that  seems  to  be  the  only  alternative,  the  chances  are  that 
the  tax  department  officials  will  look  into  that  phase  of  it,  but  we  are 
hoping 

Senator  Maybank.  How  long  would  it  take  you?  Do  you  have 
any  statutory  requirement  of  reassessment?     Every  2  years? 

Mr.  Platzker.  Everv  year. 

Senator  Maybank.  Oh ;  it  is  every  year. 

Mr.  Platzker.  And  now,  incidentally,  the  tax  assessors  are  now 
out  in  the  field  inspecting  these  various  properties.  But,  while  assess- 
ments might  go  up,  I  want  to  point  out:  Suppose  we  go  ahead  and 
bring  values  back  to  what  they  were  in  1928,  or  close  to  that  figure ; 
then  of  course  the  rental  demands  will  always  remain  high.  We 
are  pulling  up  rent,  up  to  the  old  levels  again.  That  is  why  we 
felt  it  would  be  far  better,  as  far  as  business  is  concerned  in  connec- 
tion with  readjustments  for  the  post-war  programs,  if  we  had  a  rent 
freeze  order  rather  than  if  we  brought  the  valuations  up  and  of  course 
freezing  rents  at  a  new  high  level  too.  That,  of  course,  is  quite  a 
problem.  * 

Senator  Taft.  New  York  valuations  and  taxes  are  very  high  any- 
way, aren't  they  ? 

Mr.  Platzker.  I  don't  think  so ;  no. 

Senator  Taft.  Don't  you  think  so? 

Mr.  Platzker.  No,  sir.    No. 

Senator  Taft.  They  are  over  3  percent. 

Mr.  Platzker.  The  basic  rate  is  2.74. 

Senator  Taft.  Basic  rate? 

Mr.  Platzker.  Yes. 

Senator  Taft.  The  fact  of  the  matter  is,  it  is  over  3  percent  on  a 
fairly  high  valuation  in  most  cases. 

Mr.  Platzker.  Well,  it  all  depends  upon  the  case,  and  chances  are 
they  are  mostly  isolated  cases.  No,  Senator;  values  have  been  tre- 
mendously cut.  i  think  on  loft  space  alone  since  1928  approximately 
a  billion  dollars  have  been  cut  off  valuations  of  commercial  space  in 
New  York  City.  So  there  was  quite  an  assessment  slashing,  and  be- 
sides, of  course,  we  have  all  heard  the  pretty  story  about  foreclosures; 
these  new  operators  come  in  and  buy  the  property  at  a  fraction  of 
what  the  old  owners  held  the  property  for,  and  taking  advantage  of 
the  lack  of  available  space  and  the  inability  of  almost  any  manufac- 
turer to  move  out  of  the  space.  In  fact,  frozen  to  the  space  whether 
he  likes  it  ur  not,  he  has  to  pay  anything  demanded,  unless  he  can 
get  some  protection  from  somebody. 

Senator  Taft.  The  real  difficulty  is  tlie  inability  to  build  new  build- 
ings, isn't  it?  I  mean  they  (ipuld  easily  take  care  of  the  whole  thing, 
if  there  weren't  many  priorities,  so  to  speak,  and  that  will  regulate 
itself  very  shortly  after  the  war,  1  hope. 

Mr.  Platzker.  Well,  probably  within  a  year  or  two  that  might  ease 
things  up,  but  we  are  very  concerned  now  about  1945.  The  important 
point  is  what  to  do  in  1945  while  the  war  is  still  on,  and  even  war 
contractors  are  being  evicted,  too,  because  of  the  rent  situation. 
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I  started  off  by  reading  this  communication  from  tlie  Maebelle 
Novelty  Co.  at  101  West  Thirty-seventh  Street,  and  submitting  that 
into  evidence,  of  course : 

Gentlemen:  If  a  delegate  of  the  union  enme  around  and  threatened  to  call 
a  strike  if  not  given  a  certain  amount  of  money,  the  law  prosecutes  liim  because 
he  is  committing  a  crime. 

How  about  the  new  racket  of  the  landlords  and  building  agents?  Some  will 
not  renew  the  lenne  ujiless  you  give  a  cash  payment  they  call  bonus.  In  our 
ease,  we  are  at  1  H  West  Thirty-seventh  Street,  New  York  Citv.  we  pay  $2  2t;2 
per  year.  First  we  were  asked  $4,060  to  renev  the  lease,  then  the  ajieut  for 
the  building  offered  to  renew  the  lease  for  "a  bonus  of  $1,050*  (we  have  the  offer 
in  writing). 

They  very  well  know  that  it  is  impossible  to  find  space  in  the  ready-to-wear 
district  so  we  have  to  stand  for  the  bonus  or  transfer  the  fact«»rv  out  of  New 
York. 

Don't  you  believe  that  it  is  time  for  you  to  do  something  to  stop  this  injustice 
upon  the  small  businessmen.     They  will  be  driven  out  of  business  if  the  condition 
continues  a  little  longer. 
Yours  very  truly, 

Maebklle  NovEi/r\-  Co..  Inc., 
P.  &  D.  Faixonier. 

I  phoned  the  Maebelle  Novelty  Co.  yesterday  (November  29,  1944) 
and  learned  that  after  they  rejected  the  demand  for  the  bonus  the  loft 
they  occupy  was  rented  to  someone  else.  They  advised  me  that  they 
made  a  careful  search  for  other  quarters  but  have  found  nothing. 
That  means  that  they  must  move  in  January  or  be  evicted. 

Strong  evidence  that  the  bonus  racket  may  be  widespread  has  come 
to  my  attention  again  and  again.  Recently  a  vounff  woman  einplovee 
at69East  Eleventh  Street  wrote:  ' 

How  can  a  landlord  demand  a  $3,000  cash  bonus  from  my  ehiployer  (a  piece- 
dyer)  for  the  "privilege  of  remaining  in  his  building  (69  East  Eleventh  Street) 
and  get  away  with  it?" 

Our  factory  will  now  have  to  move  out  of  town  and  we  all  (18)  will  l>e  out 
of  dam  good  jobs. 

Many  firms  with  war  contracts  have  been  refused  lease  renewals 
and  face  eviction  within  the  next  2  months.  Here  is  a  typical  example. 
It  IS  a  telegram  to  Mayor  LaGuardia,  November  14,  1944,  from  Max 
Klemrock,  of  M.  &  J.  Dress  Co.,  of  257  West  Thirty-ninth  Street,  and 
reads  as  follows : 

My  landlord  has  served  me  with  notice  f(»r  termination  of  my  lease  without 
discussing  with  me  any  renewal  or  increase.  Together  with  the  present  lack  of 
available  space  and  War  Production  Board  restrictions  this  forces  me  out  of 
business.  I  have  been  a  manufacturer  of  wearing  apparel  for  15  years  and  this 
same  realty  agent  serviced  me  for  14  years.  I  am  now  engaged  in  war  work 
with  contracts  which  will  run  into  late  April  1945.  I  respectfully  plead  with  you 
to  inter(-ede  in  my  behalf.  I  would  want  to  occupy  the  present  premises  at  least 
for  the  duration  of  the  war  in  order  that  I  may  continue  to  complete  mv  war- 
production  contracts.  ^  ^y  wm 

Communication  offered  in  evidence,  the  original  telegram. 

We  are  at  a  loss  to  help  this  tenant.  We  have  been  advised  that  the 
owner  has  leased  this  loft  to  a  tenant  from  another  building  and  that 
the  new  tenant  expects  possession  at  end  of  January  1945. 

Piling  new  charges  atop  high  rents  is  also  becoming  widespread     A 
hrst-page  story,  featuring  this  added  gouge,  appeared  in  the  New  York 
^un  on  Friday,  November  10,  1944,  and  is  also  offered  in  evidence 
It  was  written  by  Mr.  Garrett  Winter,  real  estate  editor  of  the  New 
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York  Sun,  who  was  previously  shown  a  stack  of  recent  complaints.    It 
reads  as  follows  (in  part) : 

Recent  purchasers  of  Manhattan  loft  buildings  are  devising  novel  means  of 
extracting  extra  dollars  from  their  aroused  but  frightened  tenants  ranging  from 
$1  a  month  for  water  to  $50  a  year  for  "fire  alarm  charges."  Their  new  leases 
demand  rent  increases  from  50  percent  all  the  way  up  to  275  percent. 

Maintaining  a  pace  established  early  this  year,*  more  than  100  letters  from 
complaining  businessmen  were  filed  with  Joseph  Platzker.  assistant  commis- 
sioner of  housing  and  buildings,  who  is  chairman  of  tlie  mayor's  loft  rental  com- 
mittee. Tenants  are  angered  to  the  point  of  telling  their  troubles  in  writing  to 
Mayor  LaGuardia  or  his  committee  but,  fearing  the  wrath  of  their  landlords, 
many  of  them  insist  that  their  information  be  kept  confidential.  They  plead  for 
some  sort  of  Government  action  to  hold  the  line  on  business  rents.  '  Some  are 
afraid  the  increases  will  force  them  out  of  business  but  they  dare  not  withhold 
the  lease  agreements  very  long  lest  the  landlords  lease  space  "over  their  heads" 
and  force  them  to  hunt  for  new  quarters  in  areas  already  bursting  at  the  seams 
with  tenants. 

Long-term  leases  are  still  the  general  rule,  although  the  length  now  asked 
appears  to  average  3  years  instead  of  5.  Usually,  the  tenants  are  given  but 
a  few  days  to  sign  the  new  terms.  In  delaying  action,  they  run  the  risk  of 
still  higher  rent  demand  or  some  other  form  of  penalty. 

One  of  them,  a  West  Twenty-first  Street  manufacturer  engaged  wholly  in 
war  work,  was  ordered  by  a  new  owner  to  sign  a  lease  at  a  70  percent  increase 
and,  in  addition,  to  pay  $1,000  which  would  be  held  without  interest  until  10 
days  after  expiration  of  the  lease.  Moreover,  the  personal  indorsement  of  the 
company  president  was  demanded  on  the  lease,  making  him  personally  liable 
to  pay  the  rent  should  his  firm  be  forced  out  of  business. 

Several  tenants  reveal  they  are  now  being  forced  to  pay  for  items  formerly 
included  in  their  rent,  such  as  $1  a  month  for  water,  the  same  for  garbage 
removal,  and  even  for  sprinkler  service. 

One  Bleecker  Street  manufacturer  who  said  he  paid  $1,000  rent  in  1941  and 
that  subsequent  annual  increases  of  $50  and  $230  were  "fair,"  charged  a  new 
owner,  with,  "rubbing  ifein— a  holdup"  for  a  $2J0a4  rental  in  1&44  and  a  demand 
of  $2,750  for  each  of  the  next  3  years.  This  year,  he  says,  he  is  paying  a 
$24  water  charge,  while  his  new  lease  calls  for  a  $50  fire-alarm  assessment  as 
well     *     *     ♦." 

One  of  the  many  glaring  examples  of  demands  for  exorbitant  rent 
increase  and  a  large  extra  charge  besides  involves  a  manufacturer  at 
402  Lafayette  Street  employing  approximately  150  workers.  When 
he  moved  into  this  building  in  1936  his  annual  rent  was  $7,500.  In 
1938  it  was  increased  to  $9,600.  In  1941  it  was  increased  to  $10,000. 
In  1942  it:  went' up  t6  $12,000.  In  1943  it  went  up  again  to  $14,000. 
For  1944  it  is  $17,500. 

Senator  Butler.  Mr.  Commissioner. 

Mr.  Platzker.  Yes? 

Senator  Butler.  That  would  be  a  splendid  place  to  include  in 
^our  final  report  the  percentage  that  I  asked  for  awhile  ago. 

Mr.  Platzker.  Yes. 

Senator  Butler.  Showing,  beginning  with  1936,  what  his  rental 
was  on  a  percentage  basis  of  his  gross  sales,  and  follow  it  through 
during  the  several  years. 

Mr.  Platzker.  l^es. 

Senator  Maybank.  Mr.  Conmiissioner,  while  you  were  going  up 
from  '36  to  '41,  and  so  on  and  so  forth,  there  wasn't  any  attempt  made 
then  to  get  in  touch  with  Governor  Dewey,  was  there? 

I  say,  was  there  any  attempt  then  to  have  the  Governor  chance 
the  law?  ^ 

Mr.  Platzker.  When  was  that  ?     1936  ? 

Senator  Maybank.  Well,  I  mean  you  have  mentioned  several 
years. 
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Mr.  Plaizker.  Yes. 

Senator  Matbank.  Showing  the  skyrocketing  of  it. 

Mr.  PiiATZKER.  That  is  right.  No;  because  at  that  time  we  still 
had  vacant  space  in  town,  Senator,  and  it  was  either  a  question 
whether  he  would  pay  the  cost  of  moving  his  plant  and  machinery, 
and  other  costs,  or  take  his  chances  of  staying  on  for  another  year  or 
two  and  see  what  will  happen  later;  but  now  they  have  nowhere  to 

move  to.  • 

Senator  Matbank.  All  this  happened  in  the  last  year,  when  you 

haven't  any  statement 

Mr.  Platzker.  Last  year  and  a  half«i 

Senator  Matbank.  I  mean,  so  you  really  haven't  had  any  chance  be- 
fore at  legislation  ? 

Mr.  Platzker.  That  is  right.    This  is  our  first  opportunity. 

Senator  Taft.  Mr.  Commissioner,  your  suggestion  is— the  bill  I 
don't  think  is  very  satisfactory  on  the  question— your  suggestion  is 
that  the  O.  P.  A.  be  given  power  to  freeze  rents  back  to  January  1, 

1944? 

ATt*  Pt  at^kes    jl  es 

Senator  Taft.  The  way  it  is  put  up  here,  the  way  I  read  the  bill  in 
relation  to  the  amended  act,  it  would  go  way  back  there  to  1940  or 
1941. 

Mr.  Platzker.  Yes. 

Senator  Taft.  You  don't  ask  for  that? 

Mr.  Platzker.  No,  sir ;  we  do  not. 

Senator  Taft.  You  are  asking  merely  that  you  be  allowed  to  freeze 
as  of  the  1st  of  January  this  year,  as  of  '44? 

Mr.  Platzker.  That  is  right;  yes. 

The  Chairman.  There  are  several  amendments  that  ought  to  be 

made  to  the  bill. 

Mr.  Platzker.  Yes;  that  is  right. 

The  Chairman.  The  bill  is  not  perfect. 

Mr.  Platzker.  We  believe  in  being  fair. 

Senator  Taft.  And  you  would  let  him  fix  a  different  date  for  busi- 
ness accommodations  from  the  housing  accommodations  ? 

Mr.  Platzker.  It  would  be  different ;  oh,  yes.    By  all  means,  yes. 

The  Chairman.  I  agree  to  that. 

Mr.  Platzker.  Yes. 

Going  on  to  this  case,  in  1944,  the  present  year,  this  same  tenant 
is  paying  $17,500.  For  a  1-year  renewal,  which  must  be  signed  not 
later  than  Mondav,  December  4,  meaning  next  Monday,  the  demand 
is  for  an  aniiiinl  rent  for  the  same  premises  of  $27,000  plus  an  addi- 
tional charge  of  $5,000  for  the  year  for  the  use  of  live  steam. 

The  Chairman.  Would  you  repeat  that ? 

Mr.  Platzker.  I  would  like  to  re])eat  this  paragraph  because  it  is 
a  type  that  is  serious,  that  is  really  shocking: 

One  of  the  most  glaring  examples  of  demands  for  exorbitant  rent 
increase  and  a  large  extra  charge  besides  involves  a  manufacturer  at 
402  Lafayette  Street  employing  approximated  150  workers.  When 
he  moved  into  this  building  in  1936  his  annual  rent  was  $7,500.  In 
1938  it  was  increased  to  $9,600.  In  1941  it  was  increased  to  $10,000. 
In  1942  it  went  up  to  $12,000.  In  1943  it  went  up  again  to  $14,000. 
For  1944  it  is  $17,500.    For  a  1-year  renewal,  which  must  be  signed  not 
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later  than  Mondav,  December  4,  1944,  the  demand  is  for  an  annual 
rent  for  the  same"  premises  of  $27,000,  plus  an  additional  charge  of 
$5,000  for  the  year  for  the  use  of  live  steam.  ^    ^ 

Senator  Hawkes.  Mr.  Commissioner,  may  I  ask  you  whether  this  is 
an  increased  use  of  live  steam? 

Mr.  Platzker.  No. 

Senator  Hawkes.  Is  it  something  new,  or  standard  ? 

Mr.  Platzker.  No. 

Senator  Hawkes.  The  same  think  that  went  along? 

Mr.  Platzker.  The  same  amount  of  live  steam. 

Senator  Hawkes.  No  increase  at  all  ? 

Mr.  Platzker.  No. 

Senator  Hawkes.  Because  if  there  were  an  increase  in  the  use  of 
steam,  a  substantial  increase,  the  thing  wouldn't  mean  the  same  thing 
as  it  would  if  there  were  the  same  use  of  steam  as  had  existed  before. 

TLT-p    PtjATZker    That  is  n^ht. 

Senator  Buck.  What  is  the  tenant's  business,  Mr.  Commissioner? 
Do  you  know  ? 

Mr.  Platzker.  Yes :  hats. 

Senator  Buck.  Hats  ^ 
Platzker.  Yes. 

Senator  Matbank.  Who  is  that,  sir  ? 

Mr.  Platzker.  The  tenant's  business,  manufacture  of  hats. 

Senator  Matbank.  Oh,  yes. 

Senator  Butler.  Has  he  got  war  contracts? 

Mr.  Platzker.  Beg  pardon  ? 

Senator  Butler.  Does  he  have 

Mr.  Platzker.  He  didn't  indicate  to  us.     I  don't  know  offhand. 

Senator  Taft.  What  is  it  ?    A  whole  building  or  something? 

Mr.  Platzker.  No.  This  is  just  one  tenant.  He  occupies  two  floors 
in  a  very  large  building,  402  Lafayette  Street,  always  occupied  the 
same  amount  of  space.    - 

The  Chairman.  Wliat  percent  profit  would  you  call  that  ? 

Mr.  Platzker.  Beg  pardon. 

The  Chairman.  What  percent  profit  would  you  call  that?  Have 
you  figured  out  that  ? 

Mr.  Platzker.  Well,  this  came — as  a  matter  of  fact,  this  man  called 
only  late  yesterday  afternoon  to  give  me  this  last  word :  "What  should 
I  do  ?     Should  I  sign  up  ?     Monday  is  deadline." 

I  told  him,  "I  am  leaving  for  Washington." 

And  he  said,  "Please  try  to  find  out  if  there  is  any  chance  of  getting 
any  action  for  relief.  I  have  nowhere  to  go.  I  have  already  checked 
loft  building  agents  all  over  town,  and  there  is  nowhere  for  me  to 
move." 

The  Chairman.  I  suggest  we  ought  not  to  be  prostrate  under  the 
circumstances,  with  the  Government  helpless  to  do  anything. 

Mr.  Platzker.  That  is  right.    They  are  absolutely  helpless. 

Senator  Taft.  Who  is  the  owner  of  the  building?  Do  you  know 
them  ?    Do  you  know  the  owner  of  the  building? 

Senator  Matbank.  Really  it  is  awful,  Senator,  but  it  looks  as 
though  New  York  is  negligent  too,  if  a  man  can  be  raised  from  $7,500 
to  $32,000. 

The  Chaibman.  I  know.  , 

65560 — 14 3 
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Senator  Maybank.  I  mean  that  is  awful :  for  a  comparable  amount 
of  live  steam,  from  '36  to  '44  &\e  times  as  much. 

Mr.  Platzker.  I  do  not  have  the  owner's  name  handy,  but  I  think 
his  name  is  Mr.  Herring. 

Senator  Maybank.  That  is  the  name  of  the  hat  he  makes? 

Mr.  Platzker.  No. 

Senator  Maybank.  Herring  hats? 

Mr.  Platzker.  The  owner  of  the  building. 

Senator  Maybank.  Oh.  What  sort  of  hats  does  he  make  ?  Do  you 
know? 

Mr.  Platzker.  Beg  pardon. 

Senator  Maybank.  Do  you  know  what  sort  of  hats  he  makes? 

The  Chairman.  Well,  this  is  the  owner  we  are  talking  about. 

Mr.  Platzker.  I  am  talking  about  the  owner. 

Senator  Maybank.  No. 

Mr.  Platzker.  Type  of  hats  ? 

Senator  Maybank.  I  want  to  know  the  type  of  hats  he  makes. 

Mr.  Platzklr.  The  type  of  hats  he  makes,  variety  of  hats,  particu- 
larly felt  hats. 

Senator  Maybank.  Men's  hats? 

Mr.  Platzker.  Men's  hats ;  oh,  yes. 

The  tenants  of  S'S  East  Twenty-first  Street  complain  not  only  of 
demands  for  rent  increase  but  that  all  12  of  them — referring  to  12 
tenants  in  this  building — are  being  told  to  pay  $12  per  year  water 
tax,  or  a  total  of  $144  per  year,  although  the  water  tax  for  the  entire 
building,  as  charged  by  the  city  of  New  York,  is  only  $25  per  year. 

One  of  the  best  proofs  that  the  1945  rentals  in  many  instances  will 
by  far  exceed  rentals  charged  for  the  same  space,  even  in  1929,  is  pro- 
vided by  a  manufacturer  of  hospital  furniture  at  301  East  Twenty- 
second  Street.  They  have  occupied  the  same  premises  since  1916.  The 
highest  rental  charged  to  them  was  in  1929  when  they  paid  $6,000  plus 
a  monthly  charge  of  $5  for  steam.  The  current  orders  on  file  are  for 
the  armed  service  and  war  industries  closely  connected  with  the  war 
effort.  Back  in  1943  the  firm  entered  into  war  contracts  and  based 
their  price  calculations  on  current  overhead  expenses.  They  employ 
50  workers  and  most  of  them  own  their  own  homes  in  the  metropolitan 
area.  They  have  just  been  compelled  to  sign  a  5-year  lease,  the  rent 
for  1945  to  be  $9,000,  and  the  annual  rent  for  the  next  4  years  will  be 
$9,600.  And  besides,  the  charge  for  steam  will  be  approximately  $75 
per  month.  This  building  is  an  old  structure,  erected  some  75  years 
ago. 

Numerous  firms  have  complained  that  tlie}^  will  find  it  difficult  or 
perhaps  impossible  to  maintain  O.  P.  A.  ceiling  prices  if  rent-gouging 
IS  not  stopped. 

Typical  of  many  communications  is  a  letter  from  a  work-clothes 
manufacturer  at  11  East  Twenty-second  Street,  who  says : 

Our  prices  are  regulated  by  ceilings.  We  have  had  a  great  difficulty  in  trying 
to  maintain  these  because  of  increased  costs  in  many  items  we  are  compelled 
to  purchase.  The  substantial  increase  in  rent  creates  a  serious  problem  for  us 
and  we  are,  therefore,  compelled  to  seek  relief. 

A  distributor  of  toilet  sets,  at  1261  Broadway,  has  this  to  say  about 
maintaining  ceilings : 

In  spite  of  the  fact  that  we  have  been  forced  to  maintain  a  ceiling  price  on  all 
of  our  commodities  for  the  past  2V2  years,  and  in  spite  of  increased  labor  costs. 


etc.,  we  have  maintained  our  ceiling  prices,  but  it  is  getting  to  the  point  where 
we  cannot  continue  in  business  if  we  are  forced  to  pay  another  increase  in  rent. 

Another  case :  Sainberg  &  Co.,  Inc.,  of  37  West  Twenty-sixth  Street, 
one  of  New  York  City's  best  known  distributors  of  desk  accessories, 
writes : 

We  have  been  in  this  business  for  over  52  years  and  we  would  certainly  like  to 
continue  doing  business,  but  with  the  exorbitant  rents  requested,  we  just  can't 
manage.  Our  merchandise  is  sold  on  a  price  ceiling  so  that  our  prices  have 
been  the  same  since  August  8,  1941.  With  labor  and  materials  costing  con- 
siderably more  it  is  not  easy  to  sell  at  a  price  ceiling  established  8  years  ago. 
With  another  substantial  increase  in  rent  (1&43:  $4,500;  1044,  .$6,250;  1^5 
requested:  $9,000)  the  writer  knows  definitely  that  we  will  not  be  able  ta 
operate  when  the  party  is  over  and  we  have  to  scratch  around  for  business. 

The  heads  of  many  trade  associations  advised  me  during  the  past 
week  that  they  either  will  send  representatives  to  this  hearing  in 
Washington  or  will  send  telegrams  endorsing  Senate  bill  S.  2176.  I 
have  been  asked,  however,  to  voice  the  sentiments  of  some  of  these 
organizations. 

One  is  a  joint  communication  signed  by  the  executive  directors  of 
the  following  associations : 

American  Cloak  and  Suit  Manufacturers  Association  (Charles  M. 
Sussman,  executive  director) ; 

Industrial  Council,  Cloak,  Suit  and  Skirt  Manufacturers,  Inc.  (Sam- 
uel Klein,  executive  director) ; 

Infants  and  Children's  Coat  Association,  Inc.  (Charles  Baker,  exec- 
utive director)  ; 

Merchants'  Ladies'  Garment  Association,  Inc.  (Joseph  L.  Dubow, 
executive  director) . 

Now,  this  is  the  message : 

The  undersigned  organizations  representing  firms  manufacturing  95  percent 
of  the  total  output  of  coats  and  suits  in  the  New  York  area  urge  the  enactment 
of  the  bill  you  have  sponsored  for  the  regulation  of  commercial  rentals.  The 
excessive  rent  increases  and  long-term  leases  demanded  in  connection  with  lease 
renewals  have  the  self-evident  aspect  of  a  serious  burden  upon  the  future  func- 
tioning of  small  business  units  such  as  constitute  this  industry.  The  rent  ad- 
vances sought  are  unmistakably  inflationary  and  should  be  effectually  curbed. 
The  long-term  leases  mean  committing  these  firms  to  high  rentals  for  periods 
considerably  longer  than  those  of  previous  leases.  It  is  our  sincere  hope  that 
Senator  Wagner's  efforts  in  behalf  of  commercial  rent  control  will  be  successful- 

Now,  from  Julius  H.  Levy,  executive  secretary.  New  York  Clothing 
Manufacturers'  Exchange,  Inc.: 

We  heartily  approve  the  amendment  to  the  Emergency  Price  Control  Act  of 
1942  which  shall  empower  the  Office  of  Price  Administration  to  include  business 
buildings  and  the  freezing  of  commercial  rents. 

Our  organization  consists  of  450  members  representing  95  percent  of  the- 
clothing  industry.  The  manufacturers  have  been  compelled  to  pay  exorbitant 
increases  in  rents  and  in  numerous  cases  they  liave  been  forced  to  vacate  because 
the  lofts  have  been  rented  over  their  heads. 

The  Office  of  Price  Administration  has  established  ceilings  on  all  clothing  and 
the  manufacturers  cannot  accept  this  increase  in  rent  causing  additional  heavy 
overhead  and  thereby  bringing  greater  hardship. 

From  Mr.  A.  Beckeman,  manager  of  the  Greater  Blouse,  Skirt,  and 
Neckwear  Contractors  Association,  Inc. : 

Our  association,  consisting  of  contractors  operating  over  SCO  factories  in  the- 
city  of  New  York,  and  representing  more  than  95  percent  of  the  production  of 
women's  blouses,  undergarments,  and  sportswear,  desires  to  express  to  you  our 
approval  of  the  bill  introduced  by  Senator  Wagner  to  control  commercial  rents 
in  this  city. 
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We  have  received  complaints  from  the  majority  of  our  members  of  excessive 
increased  rents  imposed  upon  them.  In  some  cases,  the  increase  exceeded  100 
percent  and  endangers  the  existence  of  those  thus  victimized. 

From  Max  M.  Essenfeld,  executive  director  of  the  Pleaters,  Stitchers 
and  Embroiderers  Association,  Inc. : 

Our  organization  consists  of  over  300  factories  operating  in  the  city  of  New 
Toik.  Our  factories  are  engaged  in  the  manufacture  of  pleating,  stitching,  and 
embroidery. 

During  the  past  year  our  office  has  received  numerous  complaints  from  our 
members  concerning  exorbitant  rent  increases  and  in  many  instances  they  re- 
-ceived  notice  to  vacate  their  premises  on  January  31.  In  other  instances  their 
premises  have  been  rented  over  their  heads.  In  view  of  the  present  shortage 
of  factory  space  it  is  virtually  impossible  for  our  members  to  remain  in  business. 

We  trust  that  the  Senate  Banking  and  Currency  Committee  will  recommend 
favorably  on  the  bill  proposed  for  rent  control. 

From  B.  H.  Lerner,  executive  director  of  the  Blouse  and  Skirt  Man- 
ufacturers' Association,  Inc. : 

We  heartily  approve  of  the  amendment  to  the  Emergency  Price  Control  Act 
of  1942  to  include  commercial  business.  We  have  a  membership  of  250  firms 
and  on  their  behalf  we  wish  to  go  on  record  at  this  time  to  include  freezing 
of  commercial  rents. 

We  have  had  many  complaints  from  our  members  who  have  been  held  up  for 
unconscionable  increases  and  other  demands  because  of  no  protective  legislation. 

We  feel  that  an  emergency  really  exists,  specially  due  to  the  fact  that  there  is 
a  shortage  of  commercial  lofts  in  the  city  of  New  York,  and,  therefore,  a  great 
injustice  is  being  done  to  the  small  businessmen. 

From  Lawrence  Kosenfeld,  president  of  the  National  Lamp  and 
Shade  Manufacturers'  Association : 

The  members  of  this  association,  totaling  over  80  manufacturers  of  portable 
electric  lamps,  lamp  shades  and  novelties,  all  located  within  the  New  York  metro- 
politan area,  are  again  protesting  most  strongly  against  the  rent  gouge  which 
has  been  and  still  is  being  perpetrated  upon  them  by  owners  and  operators  of 
loft  and  factory  buildings  in  this  city. 

As  the  expiration  date  approaches  for  most  of  their  leases,  we  are  receiving 
renewed  and  additional  complaints  of  loft  rental  increases  of  from  50  percent 
to  200  percent,  together  with  demands  for  long-term  leases  of  from  3  to  5  years, 
as  a  condition  precedent  to  renewal. 

The  complaints  on  the  part  of  our  members  of  enormous  rental  increases  no 
doubt  -stem  fiom  the  problem  which  confronts  them  as  to  how  to  sell  their 
goods.  The  Office  of  Price  Administration  regulations  prohibit  increases  in  the 
selling  prices  on  the  premise  that  said  regulations  have  stabilized  prices  of  raw 
materials  as  of  March  1942.  These  regulations  lose  their  effectiveness  when 
they  fail  to  control  the  price  of  rentals,  a  commodity  which  may  not  be  visible, 
but  which  nevertheless,  is  an  important  and  integral  part  of  the  commodity  to 

be  produced.  j.  ■,     j.-.  v. 

Aside  from  the  inflationary  aspect  of  uncontrolled  loft  rentals,  the  members 
of  this  orrMtii'/ation  do  not  intend  to  sit  by  idly  and  allow  this  gonge  to  con- 
tinue unnbattMl. 

From  Mr.  Nicholas  S.  Gesoalde,  business  manager  of  the  New  York 
State  Pharmaceutical  Association,  12G1  Broadway,  New  York  City: 

The  New  York  State  Pharmaceutical  Association,  representing  the  6,400  in- 
dependent rotail  pharmacies  of  New  Yoi-k  State,  is  on  re<'ord  as  favoring  an 
amendniont  to  Office  of  Price  Administration  regulation  to  include  price  ceilings 
on  commercial  rents  and  especially  the  retail  establishments. 

We  hope  you  will  use  your  good  offices  to  further  this  aim. 

*   From  Mr.  Louis  G.  Gitlin,  president  of  the  New  York  Pharma- 
ceutical Council,  Inc.: 

In  behalf  of  the  retail  pharmacists  of  Gi-eater  New  York,  we  wish  to  reiterate 
the  seriousness  of  the  situation  which  exists  in  our  city  with  regards  to  the 
skyrockerinj,'  of  commercial  rents.    Many  complaints  have  reached  our  office, 


and  we  are  of  the  opinion  that  unless  this  situation  is  curbed  it  will  seriously 
endanger  the  welfare  of  our  city. 

The  New  York  Pharmaceutical  Council,  representing  14  member  organiza- 
ttons  and  the  4,000  retail  pharmacists  of  Greater  New  York,  have  gone  on  record 
in  favor  of  commercial  rent  control  and  we  respectfully  look  forward  to  some 
form  of  legislative  relief  as  quickly  as  possible. 

From  Mr.  Charles  Ackerman,  secretary  of  the  Independent  Retail 
Grocers  and  Food  Dealers  of  Greater  New  York.  He  phoned  me  to 
this  effect  yesterday : 

At  a  meeting  of  the  Independent  Retail  Grocers  and  Food  Dealers  of  Greater 
New  York,  representing  10,000  grocers,  we  voted  unanimously  on  October  15, 
1944,  at  the  Times  Square  Hotel,  to  petition  Congress  for  commercial  rent  control 
in  order  to  stop  rent-gougers  against  the  small,  independent  grocer. 

The  grocers  we  represent  are  located  in  Manhattan,  the  Bronx,  Brooklyn,  and 
Queens. 

My  conclusion  is  this :  On  the  basis  of  this  evidence,  I  respectfully 
urge  the  Senate  Banking  and  Currency  Committee  to  report  out  favor- 
ably Senate  bill  S.  2176.  It  is  the  one  hope  of  saving  small  business 
in  New  York  City  from  rent-gouging. 

The  Chairman.  Mr.  Commissioner,  you  have  made  a  very  fine 
presentation,  I  think. 

Are  there  any  questions  ? 

Senator  Taft.  Mr.  Commissioner,  what  do  you  know  about  the 
general — what  is  the  general  employment  situation  in  New  York 

today?  . 

I  mean,  there  was  a  time  here  in  the  beginning  of  the  war  when  it 
was  considered  a  depressed  area  and  there  wasn't  enough  war  business 
there,  and  we  were  encouraged  to  send  more  war  business  there.  What 
is  the  present  situation  ? 

Mr.  Platzker.  Manpower  shortage  in  many  industries. 

Senator  Tatt.  What? 

Mr.  Platzker.  There  is  a  manpower  shortage  in  many  industries. 

Senator  Taft.  Is  it  listed  as  one  of  the  manpower  shortage  areas  ? 

Mr.  Platzker.  Not  yet,  but  we  are  pretty  close  to  it  now,  on  the 
over-all  picture. 

Senator  Taft.  What  is  close  ? 

Mr.  Platzker.  We  are  coming  close  to  that  now. 

Senator  Taft.  Well,  but  is  it  mostly  this  type  of  loft  manufacturer 
you  are  referring  to  ?  Is  that  where  the  growth  has  been  in  the  last 
year  or  two  ? 

Mr.  Platzker.  Yes. 

Senator  Taft.  And  even  with  rent  control  there  will  be  a  great 
shortage,  I  take  it?  There  will  be  people  who  can't  operate  who 
want  to  operate  ? 

Mr.  Platzker.  Well,  I  don't  think  so,  Senator.  I  think  from  the 
other  point  of  view,  according  to  whatever  statistics  we  have  been 
able  to  gather,  we  understand  that  there  are  at  least  250  residents 
or  former  residents  of  New  York  City  that  are  being  discharged 
weekly  by  the  armed  forces,  either  because  of  disabilities  as  a  result 
of  being  either  in  the  Pacific  or  European  war  area  or  because  of  over 
age;  so  of  course  to  that  extent  we  are  easing  up  on  our  manpower 
shortage. 

Senator  Taft.  Well,  I  really  was  referring,  rather,  to  the  shortage 
of  space.    If  this  space  is  rented  over  somebody's  head  and  he  can't 
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find  anywhere  else  to  go,  there  must  be  an  absolute  shortage  of  space 
in  New  York  today. 

Mr.  Platzker.  Yes ;  there  is. 

Senator  Taft.  So  there  would  be  some  manufacturers  that  would 
simply  be  barred  entirely  because  of  the  lack  of  facilities. 

Mr.  P1.ATZKKR.  That  is  right.     It  is  quite  serious. 

Senator  Butlkk.  Do  you  have  any  statistics  to  show  that  there  is 
a  tendency  for  this  type  of'industiy  to  move  away  from  the  concen- 
trated areas? 

Mr.  Pi^\TZKKi{.  We  have  communications  from  many  organizations 
to  that  effect,  but  of  course  the  feeling  is  this:  That  between  now  and 
February,  if  there  is  any  chance  of  receiving  relief,  the  chances  are 
that  this  attempt  to  oust  tenants  from  their  premises  will  be  eased 
tremendously. 

The  Chairman.  But  that  would  be  a  serious  thing  for  New  York 
City,  wouldn't  it? 

Mr.  Platzker.  No  question  about  it  in  our  minds. 

Senator  Taft.  Of  course,  that  threat,  as  far  as  that  threat  is  con- 
cerned, they  will  face  that  anyway,  because  my  general  theory  had 
been,  before  this  bill  was  introduced,  that  this  whole  question  would 
come  up  on  the  renewal  of  the  Price  Control  Act  in  April. 

Mr.  Pi  A  rzKER.  Yes. 

Senator  Taft.  And  if  we  can  freeze  back  to  January  1,  '44,  now, 
we  coidd  freeze  back  to  January  1,  '44,  in  April  '45.  So  that  I  don't 
think  it  makes  much  difference  whether  this  bill  is  passed  or  not — and 
you  have  to  realize  that  to  go  through  two  Houses  of  Congress  in  a 
week  is  something  that  most  controversial  measures  can't  do. 

Mr.  Platzker.  Yes,  surely. 

Senator  Taft.  There  still  will  be  that  threat  on  the  landlords  that 
we  may  ^x  it  up  when  we  renew  the  Price  Control  Act,  which  has  to 
come  up  in  April  for  the  1st  of  July. 

Mr.  Platzker.  Yes. 

Senator  Taft.  So  I  think  you  might  call  their  attention  to  that, 
at  least,  whether  this  bill  is  passed  or  not. 

Mr.  PL.VTZKER.  Yes ;  that  is  true. 

Senator  Hawkes.  Mr.  Chairman,  may  I  ask  the  Commissioner  this 
question 

The  Chairman.  Yes. 

Senator  Hawkes.  Have  you  gone  far  enough  to  find  out  whether 
there  is  a  difference  in  the  treatment  of  old  owners  and  landlords 
toward  their  tenants,  and  what  you  now  term  as  the  new  element  of 
speculators  who  come  in  to  make  all  they  can  make  while  the  getting 
is  good  ? 

Mr.  Platzker.  Yes;  I  would  like  to  answer  that  question. 

Senator  Hawkes.  Yes. 

Mr.  Platzker.  Yes,  indeed.  I  think  it  is  a  very  good  point.  I 
-would  like  to  say  as  emphatically  as  I  can  that  the  vast  majority  of 
old-time  owners — I  want  to  repeat :  old-time  owners — are  not  among 
the  people  that  we  are  charging  as  rent  gougers.  I  am  happy  to  say 
that  there  ai-e  many  organizations,  the  old-time  organizations,  against 
whom,  as  far  as  our  investigation  goes,  we  have  found  absolutely  no 
complaints  of  any  kind;  and  that,  of  course,  should  do  a  lot  to  ease 
any  attempt  on  anyone's  part  to  label  the  entire  real-estate  industry 
as  a  group  of  rent  gougers. 


Senator  Hawkes.  Well,  that  is  the  point  I  had. 

Mr.  Platzker.  Because  we  still  have  lots  of  very  fine,  decent  prop- 
erty owners  and  decent  agents  in  the  city  of  New  York. 

Senator  Hawkes.  That  is  the  point  I  wanted  to  bring  out. 

Mr.  Platzker.  Yes;  your  statement  is  correct. 

Senator  Taft.  What  is  the  name  of  that  cap  company,  that  hat  com- 
pany that  you  referred  to,  the  extreme  case  ? 

Mr.  Platzker.  I  prefer  to  give  it  to  the  Senator  without  mentioning 
the  name  in  the  record,  if  he  has  no  objection. 

Senator  Taft.  Yes ;  surely. 

Mr.  Platzker.  I  will  give  him  the  name.  I  shall  be  very  glad  to 
do  so.     I  have  it  in  my  bag.  Senator. 

The  Chairman.  Thank  you  very  much.  Commissioner. 

(Mr.  Platzker  withdrew  from  the  committee  table.) 

The  Chairman.  Mr.  Halperin.  Mr.  Harry  J.  Halperin.  Is  he 
here? 

Mr.  Halperin.  Yes,  Mr.  Chairman. 

STATEMENT  OF  HARRY  J.  HALPERIN,  COUNSEL,  JOINT  RENT 
ACTION  COMMITTEE,  NEW  YORK  CITY 

The  Chairman.  You  are  the  counsel  for  the  Joint  Rent  Action  Com- 
mittee, aren't  you  ? 

Mr.  Halperin.  Yes,  sir. 

Gentlemen,  the  Joint  Rent  Action  Committee  represents  31  trade 
associations  and  the  American  Business  Congress.  I  have  a  list  of  the 
names  of  the  associations  that  I  shall  file  for  your  records.  Here  they 
are: 

Aflaiiated  Dress  Manufacturers,  Inc. 

Allied  Underwear  Association. 

American  Business  Congress. 

American  Rabbit  Dealers  Association,  Inc. 

American  Fur  Merchants'  Association,  Inc. 

Artificial  Flower  and  Feather  Industry  of  America. 

Associated  Fur  Coat  and  Trimming  Manufacturers. 

Relt  Association   Inc 

Children's  Dress',  Cotton  Dress,  and  Sportwear  Contractors  Association,  Inc. 

Eastern  District  Outerwear  Manufacturers  Association. 

Eastern  Women's  Headwear  Association,  Inc. 

Greater  Clothing  Contractors  Association,  Inc. 

Millinery  Credit  Association. 

Manufacturers  of  Illumination  Products,  Inc. 

Masters  Electro-Plating  Association. 

National  Dress  Manufacturers  Association. 

National  Association  of  Uniform  Manufacturers,  Inc. 

New  York  State  Pharmaceutical  Association. 

National  Women's  Neckwear  and  Scarf  Association. 

New  Jersey  Dress  Manufacturers  and  Contractors  Association. 

National  Knitted  Outerwear  Association. 

National  Association  of  Blouse  Manufacturers,  Inc. 

New  York  Clothing  Manufacturers  Exchange,  Inc. 

National  Authority  Ladies'  Handbag  Industry. 

Popular  Priced  Dress  Manufacturers  Group,  Inc. 

Pleaters  and  Stitchers  Association. 

Skirt  Manufacturers  Association,  Inc. 

The  Textile  Distributors  Institute,  Inc. 

United  Better  Dress  Manufacturers  Association,  Inc. 

United  Roofing  Contractors  Association. 

United  Infants'  and  Children's  Wear  Association. 

United  Popular  Dress  Manufacturers  Association. 
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Those  31  trade  associations  have  approximately  6,000  members,  and 
they  employ,  in  turn,  about  a  half  million  people.  The  organization 
was  formed  because  you  can  undei-stand  that  the  tenants  as  a  rule  lack 
organization,  whereas  the  ownei*s  of  realty  have  their  local,  State,  and 
national  organizations  who  are  ever  zealous  to  protect  the  interests  of 
their  membei-s. 

Now,  don't  misunderstand  that  only  these  members  are  affected 
by  the  rent  gouge.  There  are  thousands  of  others,  not  only  in  New 
York  but  outside  of  New  York,  and  those  who  follow  me  will  give  you 
testimony,  will  give  you  the  statistics,  as  far  as  we  could  afford  to 
gather  them,  to  show  vou  that  this  is  not  local  to  the  State  of  New 
York. 

Hundreds  of  thousands  of  tenants  in  New  York  City  and  the  rest  of 
the  country  remain  inarticulate  for  lack  of  organization,  whereas  the 
realty  owners,  opponents  of  this  legislation,  are  well  organized  and 
have  always  been  well  represented.  They  liave  their  realty  boards 
and  associations — local.  State,  and  National — whereas  the  tenant  is  a 
novice  in  his  pleas  for  protective  legislation :  owners  are  men  of  experi- 
ence in  that  regard.  So  I  presume  to  speak  not  only  for  the  constituent 
members  of  these  associations  but  for  the  thousands  upon  thousands  of 
others  who  for  one  reason  or  another  cannot  make  themselves  heard. 

Now,  as  a  matter  of  fact,  we  are  really  here  because  of  a  legislative 
oversight,  and  because  of  that  legislative  oversight  or  as  a  result  of  it 
thousands  of  war  profiteers  were  bom. 

Senator  Maloney.  Did  you  mean  a  legislative  oversight  in  New 
York? 

Mr.  Halperin.  No. 

Senator  Maloney.  Or  in  Washington  ? 

Mr.  Halperin.  In  Washington,  sir ;  and  that  uise  of  the  word  "over- 
sight," gentlemen,  is  not  my  own.  As  early  as  October  1942,  testify- 
ing before  another  Committee  on  Banking  and  Currency,  a  former 
United  States  Supreme  Court  Justice,  the  Honorable  James  Byrnes, 
whom  you  all  know,  then  Director  of  the  Office  of  Economic  Stabili- 
zation, testified  as  follows,  and  with  your  permission  I  shall  read  it. 
It  is  very  short : 

The  result  of  the  failure  to  include  commercial  rents  has  been  that  from  many 
sections  of  the  country  I  have  received  messtiges  advising  me  of  the  increase  of 
rents,  particularly  since  October  1 

This  is  October  1, 1942,  gentlemen— 

of  stores  occupied  by  men  dealing  in  groceries,  butcher  shops,  and  of  little 
stores  in  the  city  of  New  York  selling  wearing  apparel. 

In  some  instances  the  increases  in  New  York  City  have  been  as  high  as 
200  percent.  From  a  long  experience  in  the  legislative  branch  I  doubted  the 
accuracy  of  some  of  these  statements  and  took  the  trouble  of  investigating, 
as  much  as  I  could  do  so  hurriedly,  and  I  learned  that  the  people  who  made 
these  statements  were  reliable  people,  and  at  leapt  in  one  instance,  I  verified 
the  facts  as  to  the  increase. 

I  feel  satisfied  that  this  omission  of  commercial  rents  was  an  oversight ;  and 
inasmuch  as  you  were  regulating  rents  of  dwelling  houses,  and  as  you  were 
authorizing  the  placing  of  a  ceiling  price  upon  wages  and  of  commodities  that 
you  would  favor  placing  some  regulation  upon  commercial  rent,  which  is  such 
an  essential  factor  in  any  price  ceiling. 

Senator  Taft.  When  is  that? 
Mr.  Halperin.  That  is  October  1942,  Senator  Taft. 
Senator  Taft.  It  can't  be,  though,  because  wages  were  not  included 
at  that  time.    And  it  was  not  an  oversight.    The  original  Price  Con- 


trol Act  was,  concededly,  a  much  more  limited  control  than  we  have 
now,  and  it  was  no  oversight.  It  was  deliberate,  as  far  as  that  is 
concerned.  I  don't  mean  to  say  it  shouldn't  have  been  done;  I  am 
only  saying  it  wasn't  any  oversight. 

Mr.  Halperin.  Yes.  Well,  now,  of  course  I  defer  in  any  legal 
opinion  or  even  any  legislative  matter,  to  the  Honorable  Judge 
Byrnes;  and  if  he  concluded  that  it  was  an  oversight  you  will  for- 
give me  for  using  the  word  "oversight,"  whether  or  not  that  was 
a  fact. 

Senator  Taft.  Yes.    Well,  it  wasn't  the  fact. 

Mr.  Halperin.  Yes,  sir.     Well,  now,  let  me 

Senator  Taft.  It  has  been  deliberate,  and  it  has  been  considered 
since,  and  it  was  considered  last  year  and  it  was  deliberately  not  put 
in.  So  whatever  blame  there  is  is  on  Congress  for  not  doing  it,  not 
for  overlooking  it. 

Mr.  Halperin.  And  that  is  why  we  are  here.  Senator,  to  see 
whether  we  can't  get  Congress  to  admit  that  it  made  an  error  and  to 
correct  it.  And  let  me  point  out,  if  you  will,  why  I  believe  it  was 
an  error.  Your  very  preamble  of  the  original  act  says  that  the  pur- 
poses of  the  act  are  to  prevent  speculation  and  to  prevent  war 
profiteering,  and  you  fixed  prices  or  at  least  you  were  going  to  pre- 
vent profiteering  in  commodities,  and  you  were  going  to  prevent 
profiteering  in  dwellings,  and  then  you  went  on  to  define  "commodi- 
ties." Now,  you  weren  t  satisfied  with  just  the  use  of  the  word  "com- 
modity" as  to  the  article  itself;  you  included  in  there  services — 
services  that  went  into  the  manufacture  of  the  article,  the  commodity, 
such  as  handling,  such  as  shipment.  "Processing,"  you  called  it,  and 
you  included  the  word  "storage." 

Now,  I  submit  to  you,  gentlemen,  that  when  you  included  the  word 
"storage"  as  part  of  a  commodity  or  a  commodity  that  should  be 
regulated,  why,  it  is  just  a  hairbreadth — it  might  be  even  inter- 
preted— ^the  word  "storage"  might  even  be  interpreted  to  mean  rent. 
So  that  I  definitely  think  that  it  was  an  oversight ;  that  perliaps  some 
of  the  legislators  did  think  that  the  word  "storage" — ^the  definition  of 
the  word  "commodity"  covered  rents.  And,  unfortunately,  Senator 
Taft,  when  the  bill  came  up  lately  and  it  was  not  passed,  that  told  the 
O.  P.  A.  that  perhaps  the  original  bill  didn't  include  rent. 

Senator  Taft.  I  assure  you — I  helped  write  the  bill — it  was  not 
intended  to  include  that.  It  was  no  oversight.  And  I  don't  see  what 
difference  it  makes.    The  question  is  whether  we  should  do  it  now. 

Mr.  Halperin.  All  right.  The  only  difference  it  makes  is  that  the 
onus  is  put  upon  us  to  do  something  which  was  not  required  of  any 
other  person  or  any  other  group  of  persons  in  the  country.  In  other 
words,  you  are  asking  an  exclusive  group,  a  small  gi'oup — you  are 
asking  tenants  in  commercial  property  to  come  in  and  prove  to  you  the 
existence  of  an  emergency  before  you  will  give  them  protection; 
whereas  in  January  1942,  a  month  and  a  half  after  Pearl  Harbor, 
without  having  the  existence  of  any  emergency,  without  having  run- 
away prices,  without  having  run-away  rent  in  dwellings,  you  never- 
theless legislated  for  the  future,  to  avoid  such  an  emergency  and  to 
give  a  proper  agency  the  adequate  authority  to  stop  it  the  minute  it 
shows  its  evil  head.  And  that  is  all  that  we  are  asking  you  to  do. 
Whether  an  emergency  exists  today,  gentlemen,  or  whether  it  does  not 
exist,  is  not  really  important,  all  we  are  asking  you  to  do  is  to  stop 
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that  rent  gouging  or  that  profiteering  if  it  occurs  tomorrow,  if  it 
occurs  next  month,  if  it  occurs  next  year. 

Senator  Butler.  You  speak  as  thought  it  is  a  national  problem. 

Mr.  Halperin.  It  is,  sir. 

Senator  Butler.  I  do  not  think  it  is  safe  to  assume  that.  The 
committee  has  considered  commercial  i-ent  along  with  residential  rent 
and  other  problems  from  the  very  time  that  the  price  control  bill  was 
brought  up,  and  commercial  leasing  is  considered  one  of  the  most  com- 
plicated of  all  real-estate  operations  and  was  purposely  omited  on  the 
advice  of  everybody,  including  the  O.  P.  A.  There  is  no  Government 
agency  that  has  come  before  this  committee  and  advised  the  inclusion 
of  commercial  rents  in  price  control  until  this  time  now,  and  the  ques- 
tion now  is.  Is  it  a  national  emergency  ? 

Mr.  Halperin.  Well,  now,  may  I  suggest.  Senator,  that  the  only 
reason  they  come  forward  now  is  that  as  much  foresight  wasn't  used 
with  regard  to  commercial  renting  as  with  dwelling  and  other  com- 
modities. Now,  you  have  not  the  proof  that  the  proper  foresight 
wasn't  there,  and  so  we  show  you  an  emergency.  We  are  prepared  to 
show  the  existence  of  an  emergency,  and  I  suggest  that  it  is  a  national 
problem  because  the  goods  that  are  manufactured  in  New  York  State — 
and  we  are  as  much  a  part  in  the  war  effort  as  any  other  State  in  the 
Union — the  goods  manufactured  in  the  State  of  New  York  for  civilian 
purposes  are  distributed  throughout  the  country;  and  whether  that 
coat  or  that  suit  or  these  work  clothes  go  to  Carolina,  North  Carolina 
or  South  Carolina,  or  other  States  in  the  Union,  the  war  effort  is 
affected  and  so  far  as  that  is  concerned,  it  is  a  national  problem. 

And  may  I  suggest  to  you  this  also :  The  dwelling  or  the  housing 
regulation  doesn't  prescribe  that  it  shall  cover  the  entire  United 
States.  You  say  to  the  O.  P.  A.  Director  or  Administrator,  "When 
you  find  that  it  occurs  in  only  one  little  hamlet  or  one  little  village, 
whether  it  occurs  in  any  other  State  in  the  Union,  you  go  in  there  and 
stop  it."  And  so  we  say  to  you  gentlemen,  too,  whether  it  occurs  in 
only  ten  square  blocks  in  the  large  city  of  New  York  or  whether  it 
occurs  in  a  village  with  only  a  population  of  500  or  5,000,  let  the 
O.  P.  A.  Administrator  go  in  there  and  stop  it,  and  don't  permit  rent- 
gouging  and  the  profiteering. 

And  let  me  show  you  again  why  it  is  a  national  problem.  You  know 
that  the  contracts  of  most  of  the  contractors  who  are  engaged  in  war 
work  are  renegotiated,  and  the  manufacturer  has  a  right  to  deduct, 
as  part  of  his  costs  or  his  expenses,  whatever  rent  he  pays ;  and  if  he 
is  paying  an  exorbitant  rent,  if  he  has  been  gouged,  then  the  United 
States  Government  doesn't  get  a  refund  on  that  renegotiated  contract 
insofar  as  that  exorbitant  rent  is  concerned.  So  that,  instead  of  the 
Government  getting  the  return  of  the  money,  it  is  put  into  the  pocket 
of  a  landlord.  Now,  to  that  extent,  I  submit  to  you,  gentlemen,  it  is 
national,  although  we  are  going  to  prove  to  you,  those  who  will  follow 
me,  that  there  are  a  number  of  complaints  in  other  cities  and  States 
of  the  Union. 

But  let  me  say  this.  Aside  from  all  proof  that  we  will  offer  you  and 
that  you  are  requiring  us  to  give,  I  read  in  last  Sunday's  Times,  on  the 
real  estate  page,  something  that  comes  out  of  the  mouths  of  the  very 
people  who  have  been  opposing  this  legislation  from  as  far  back  as 
1942.    This  is  something  that  was  published  by  the  National  Asso- 


ciation of  Real  Estate  Boards  of  this  country,  and  they  will  probably 
be  here  to  testify  against  this  bill,  and  this  is  what  they  say.  If  you 
give  me  a  minute  I  will  find  it  and  quote  it  to  you.  Here  it  is.  Let 
Siis  tell  you  whether  this  exists  only  in  New  York  exclusively : 

The  survey  revealed  a  shortage  of  retail  space  in  more  than  one-fonrtli  of  the 
reporting  cities. 

Covering  the  United  States. 

Only  6  percent  of  the  cities  of  over  500,000  population  have  any  shortage,  but 
almost  half  the  cities  between  100,000  and  500,000  population  have  developed  a 
shortage.  Selling  prices  of  central  business  properties  have  risen  in  51  percent 
of  the  cities. 

So  there  you  get  an  admission  from  the  very  opponents  of  all  this 
type  of  legislation  telling  you  that  there  is  a  shortage  in  over  half  the 
reporting  cities  having  populations  of  100,000  to  500,000.  That  cer- 
tainly does  not  include  the  city  of  New  York. 

Senator  Butler.  What  is  the  newspaper  clipping  you  read  from  ? 

Mr.  Halperin.  I  read  from  the  New  York — this  happened  to  be  from 
the  Tribune  of  November  26,  1944.  I  did  have  with  me  the  original 
release.  I  think  I  have  it  in  my  papers ;  and  if  you  will  excuse  me  I 
will  find  you  the  original  release. 

The  Chairman.  The  Tribune  is  good  enough  for  you,  isn't  it? 

Mr.  Halperin.  But  let  me  read  the  full  report  insofar  as  it  covers 
the  shortage  of  retail  space: 

The  survey  revealed  a  shortage  of  retail  space  in  more  than  one-fourth  of  the 
reporting  cities.  Only  6  percent  of  the  cities  of  over  5CO,000  population  have  any 
shortage. 

Senator  Hawkes.  Let  me  interrupt  you  there  to  find  out  whether 
you  know  how  many  ''the  reporting  cities"  means. 

Mr.  Halperin.  I  believe — — 

Senator  Hawkes.  It  could  mean  only  a  few  cities  picked  out,  or  it 
could  mean  many. 

Mr.  Halperin.  No.  I  have  to  read  it  again  to  be  sui-e.  They 
talked  of  377  reporting  cities,  and  that  covers  the  entire  United 
States. 

Senator  Hawkes.  Thank  you  very  much. 

Mr.  Halperin.  I  want  to  read  this  first  paragraph  because  it  was 
an  exact  quote  in  the  Tribune,  and  I  would  like  to  read  this  portion : 

War  restrictions  have  put  a  premium  on  existing  retail  space  in  desirable  loca- 
tions, and  a  new  influence  has  been  felt,  a  move  by  businessmim  to  obtain  space 
for  post-war  business  opportunities.  Consequently  downtown  business  property 
leases  made  this  year  were  in  general  at  somewhat  higher  rents  than  in  1943  in 
one-third  of  the  reporting  cities  and  in  only  two-fifths  of  war  centers. 

Now,  I  submit  to  you  gentlemen,  that  that  ought  to  be  conclusive 
proof,  coming  from  the  National  Association  of  Real  Estate  Boards, 
that  this  situation  is  not  local  to  New  York. 

Senator  Taft.  There  is  one  difficulty  that  led,  I  think,  to  leaving 
out  these  rents  and  to  putting  housing  on  a  different  situation  from 
prices;  and  that  is,  in  this  field,  you  see,  what  they  have  proposed  is  a 
freeze.  When  you  fix  prices  you  adjust  prices  all  the  time.  Unfor- 
tunately, they  do  not  seem  to  be  able  to  regulate  rents — at  least,  so  the 
O.  P.  A.  says— without  absolutely  freezing  them  with  practically  no 
appeal  for  unjust  cases,  even  in  our  housing.  ^ 
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We  had  that  all  up  last  year,  and  theoretically  there  is  no  doubt 
we  ought  to  regulate  these  rents  and  will  do  so  if  necessary,  I  think. 
Tlie  only  question  is  whether  we  have  got  to  a  point  where  we  are 
going  to  do  that,  because  it  undoubtedly  has  created  great  injustice 
in  the  housing  situation,  more  than  balanced  in  that  case  by  the  neces- 
sity for  having  house  rents  down.  But  here,  you  see,  what  is  being 
proposed  is  a  freeze  from  January  1,  '44.  That  means  that  a  landlord 
who  didn't  increase  his  rents,  who  was  reasonable,  is  frozen  pernia- 
mently  on  that  basis,  and  the  O.  P.  A.  won't  listen  to  him.  I  mean  in 
the  housing  case  they  won't  listen  to  a  man  and  increase  his  rents  even 
though  he  was  reasonable.  Whereas  the  fellow  who  boosted  rents  be- 
fore that  freeze  date  gets  the  advantage  of  all  the  boosts  he  made. 
In  other  words,  there  are  certain  difficulties  that  make  it  doubtful 
whether  we  should  impose  rent  control  until  the  situation  is  shown  to 
be  clearly  an  emergency  situation. 

I  am  only  pointing  out  that  there  was  not  the  same  question  arising 
in  rents  as  there  was  in  prices,  and  in  fact  for  over  a  year  there  we  left 
■out  wages  entirely  also,  you  see,  because  that  also  imposed  a  more 
difficult  problem  than  the  price  problem.  What  you  have  to  show — 
and  I  don't  say  you  can't  show  it  or  aren't  showing  it — is  that  there  is 
such  a  serious  effect  on  the  general  national  inflation  situation  that 
we  should  go  into  this  control,  with  all  of  its  injustices,  rather  than 
let  the  present  situation  continue. 

Mr.  Halperin.  Well,  now.  Senator,  may  I  suggest  to  you  this 
thought :  That  not  many  people  commit  larceny ;  yet  there  are  on  the 
statute  books  laws  describing  what  will  be  larceny.  So  that  if  only 
one  landlord  or  a  group  of  landlords  raises  rents  to  exorbitant  heights, 
the  O.  P.  A.  will  step  in  and  stop  them;  and  that  we  are  in  the  midst 
of  a  war,  and  no  other  commodity,  no  other  service  that  you  can  name 
to  me,  has  received  the  same  protection  as  the  owners  of  commercial 
realty. 

Now,  does  not  the  same  argument  that  you  make 

Senator  Taft.  Well,  the  owners  of  farms,  the  owners  of  houses; 
they  can  sell  them  for  anything  they  please,  of  course.  I  mean  there 
are  lots  of  gaps.     There  are  lots  of  gaps  in  the  controls. 

Mr.  Halperin.  No;  that  is  not  similar.  You  can't  rent  them  for 
any  price  that  you  please,  whether  you  own  the  house  or  not.  We  are 
not  attempting  to  fix  a  price  at  which  a  man  can  sell  a  loft  building, 
an  office  building,  or  a  store  building.  We  are  asking  you  to  limit  the 
price  at  which  he  sells  space,  the  price  ait  which  he  rents  the  service 
in  the  war  effort.  The  rental  of  loft  space  or  store  space,  or  anything, 
is  as  much  a  part  of  the  economy  as  any  other  item  in  any  man's  mind. 
Now,  what  is  hard  for  us  who  are  affected  by  this  to  conceive  is,  What 
is  there  about  the  owners  of  commercial  realty  that  puts  them  on  a 
higher  plane  than  any  other  businessman  or  any  other  real  estate 
owner  in  the  country,  and  leaves  them  out  as  the  only  exempt  com- 
modity, if  you  please,  in  this  war  effort  ? 

Senator  Tatt.  What  about  newspapers?  I  mean  they  have  in- 
creased their  price  200  percent  in  many  cases  without  any  control 
whatever. 

Mr.  Halperin.  I  assume 

Senator  Taft.  I  mean  there  are  many  other  instances.  I  only  cite 
that  as  one  that  you  haven't  regulated. 


Mr.  Halperin.  If  the  instance  that  you  can  give  me  of  another 
article  is  newspapers,  I  will  just  have  to  take  it.  But  I  do  not  think 
it  is  anywhere  near  akin  to  commercial  real  estate,  particularly  when 
you  compare  it  with  dwellings. 

Now,  I  want  to  give  you — I  am  personally  familiar  with  a  particular 
rent  gouge.  I  think  you  ought  to  have  the  facts  on  this.  I  am  not 
going  to  give  you,  as  I  said  before,  statistics.  The  others  will  give  it 
to  you.  I  don't  know,  Senator,  incidentally,  whether  you  were  here 
when  I  read  this  report  as  to  the  condition  of  an  emergency  existing 
elsewhere,  and  before  I  give  you  the  details  of  this  other  rent  situation. 
I  should  like  to  say  to  you  this :  That  the  proof  is  that  there  is  no  rent- 
able space.  Part  of  that  space  is  occupied  by  Government  agencies- 
who  have  really  gone  into  competition  to  some  extent  because  of  the- 
AA'ar  effort,  with  us  who  have  to  compete  with  them  in  rentals. 

Now,  when  you  have  a  shortage  in  any  material  or  any  other  article,- 
you  have  frozen  it,  you  have  ratitoned  it,  wherever  there  was  needi 
for  the  Government  to  get  that  material,  wherever  it  would  be  ini 
competition  between  the  civilians  and  the  Government,  or  vice  versa. 
1  may  add  that  if  the  situation  hasn't  become  one  of  an  emergency  in 
offices  or  in  stores  the  O.  P.  A.  Administrator  needn't  apply  or  promul- 
gate any  regulations  to  stores  and  offices.  They  can  just  apply  it  to 
the  loft  situation. 

If  I  may  resume  my  statement : 

It  was  the  boast  of  this  Congress  that  in  this  count rj^  there  would  hef 
no  profiteering.  Nevertheless,  the  owners  of  commercial  realty  took 
that  oversight  as  the  green  light  to  demand  higher  and  higher  rentals^ 
In  nmny  instances  they  have  increaseel  rents  to  the  extent  of  200  and 
even  300  percent. 

I  think  it  ought  to  be  known  that  the  tenants,  particularly  those  of 
our  State,  have  been  given  the  run-around.  The  very  real-estate  inter- 
ests who  appear  before  you  have  in  Washington  always  asserted  that 
the  question  of  controlling  commercial  rents  is  a  State  problem.  Wlien 
they  appear  before  the  legislative  committees  of  the  State  of  New  York 
they  protest  that  it  is  a  national  problem.  For  some  unknown  reason 
they  have  succeeded  in  both  places,  and  so  it  is  natural  to  ask,  Why  has? 
this  Congress  allowed  2  years  to  pass  without  correcting  the  ovei*sight  f 

What  is  there  about  commercial  real  estate  that  exempts  it  from  the 
laws  which  govern  every  other  indnstiy  in  the  countr}-  ?  It  is  the  only 
commodity  which  has  been  left  uncontrolled.  Time  after  time  we^ 
have  presented  facts  and  figures  showing  that  owners  of  commercial- 
realty  have  taken  advantage  of  the  emergency.  I  leave  to  the  others? 
who  follow  me  and  to  those  who  preceded  me  the  presentation  of  th^ 
statistics. 

Of  course,  what  the  landlords  are  doing,  not  only  in  New  York  City 
but  in  many  cities  throughout  the  Union,  is  public  property.  Unless? 
a  man  is  deaf  and  blind  to  conditions,  he  knows  that  any  commodity 
which  is  uncontrolled  will  be  brought  to  inflationary  and  exorbitant 
prices. 

It  is  the  duty  of  the  Government  to  regulate  a  business  however 
honest  in  itself,  if  it  is  or  may  become  an  instrument  of  widespread 
oppression.  Is  there  any  doubt  that  the  business  of  commercial  rent 
has  become  oppressive? 

Now  I  submit  to  you  for  consideration,  gentlemen,  that  whetheir 
or  not  New  York  is  the  only  city  suffering  from  this  evil,  you  must- 
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nevertheless  legislate  against  it.  New  York  is  as  much  a  defense  area, 
is  lending  as  much  to  the  war  effort,  as  any  other  city  or  any  other 
State  in  the  Union.  The  increased  cost  of  munitions  and  materials 
of  war  produced  in  New  York  makes  them  more  costly  to  the  Govern- 
ment. The  increased  cost  of  production  of  civilian  goods  manufac- 
tured in  New  York  must  necessarily  be  reflected  in  higher  costs  to  the 
consumers  in  the  rest  of  the  country.  If  there  is  an  earnest  desire  to 
control  prices  to  prevent  inflation,  is  it  not  a  governmental  Federal 
duty  to  prevent  any  unjustifiable  increase  in  cost?  Or  is  there  some- 
thing holy  or  untouchable  with  respect  to  commercial  rentals  ? 

Now,  the  Senator's  bill  does  not  place  a  ceiling  on  commercial  rents. 
It  merely  gives  the  right  to  impose  a  ceiling  if  the  Office  of  Price  Ad- 
ministration deems  it  necessary.  The  bill  merely  supplies  the  imple- 
ment for  the  promulgation  of  a  regulation  if  the  latter  be  deemed 
necessary. 

You  will  no  doubt  hear  from  the  opponents  of  this  bill  that  store 
space  is  not  scarce,  so  do  not  control  commercial  rents ;  that  office  space 
is  yet  available,  so  do  not  control  commercial  rents.  They  will,  how- 
ever, if  pressed— in  the  light  of  indisputable  facts  and  in  the  light  of 
their  own  national  association  survey — reluctantly  admit  that  there 
is  something  wrong  in  the  midtown  area  of  New  York.  Well,  we 
are  greatly  obliged  for  even  that  admission. 

The  enactment  of  the  bill  will  at  least  correct  that  evil.  If  there  be 
no  need  to  control  the  rents  of  stores  or  offices,  the  Office  of  Price 
Administration  can  so  decide.  But  if  the  Administrator  finds  that 
one  section  of  a  defense  area  requires  action,  he  needs  the  authority 
to  regulate  rents. 

There  was  no  emergency  in  housing  rents  in  19:12.  Congress  did  not 
call  for  evidence  such  as  we  are  being  asked  to  produce  in  order  to 
insert  into  the  act  the  word  "housing."  It  anticipated  the  emergency. 
Then  it  was  not  a  question  of  whether  the  condition  was  local  or  na- 
tional. You  just  knew  tliat  the  condition  would  ultimately  arise,  and 
your  foresight  directed  you  to  insert  protection  against  housing  short- 
ages. Why  sliouldn't  the  same  reasoning  apply  to  conunercial  proper- 
ties? Even  if  there  be  no  shortage  of  space  today  in  commercial 
properties,  you  would,  nevertheless,  have  the  authority  and  the  obli- 
gation, if  you  please,  to  use  the  same  foresight  and  include  the  word 
"commercial." 

These  teiiants  wont  to  know  vA  y  one  (•:>iiimodity,  and  only  one,  goes 
unceilinged  and  unrationed.  What  other  commodity  is  unrationed 
and  uncontrolled  in  price?  And  if  the  realty  interests  dare  say  to 
you  that  tlie  interest  on  their  mortgages  is  uncontrolled,  let  them  be 
answered  that  when  they  were  in  trouble  in  the  State  of  New  York 
that  State  granted  them  a  moratorium  and  froze  interest  rates.  That 
moratorium  is  still  in  effect. 

When  the  other  side  of  this  discussion  is  presented,  may  I  suggest 
that  two  questions  be  asked  of  them : 

First,  how  do  they  reconcile  their  opposition  here  to  the  testimony 
of  the  executive  vice  president  of  the  National  Association  of  Real 
Estate  Boards,  which  was  as  follows : 

Our  attitude  summed  up  in  a  few  words  is  simply  this :  We  accept  the  necessity 
for  stjil>ilization  of  rents.  We  feel,  however,  that  the  operation  of  this  program, 
involving  as  it  does  the  control  and  use  of  privately  owned  property,  should  be 
made  as  fair,  as  just,  and  as  equitable  as  humanly  possible.  We  believe  that 
tenants  and  owners  alike  deserve  fair  and  impartial  treatment. 


This  testimony  appears  at  page  628  of  the  hearings  before  the  House 
Committee  on  Banking  and  Currency  of  April  27, 1914. 

The  second  question,  and  that  should  be  confined  to  the  New  YorK 
representatives  of  the  realty  owners,  is  this :  ^  ,  ^^  ^^^  i  x-  .       „i.„ 

tan  they  give  you  the  name  of  1  tenant  out  of  122,000  loft  tenants 
in  the  city  of  New  York  whose  rent  was  not  raised  at  the  expiration 

^  I  shoukuke  to  tell  you  of  something  that  occurred  less  than  a  month 
affo  that  prompted  me  to  suggest  this  question.  At  a  hearing  ot  tne 
New  York  Legislative  Committee  on  Rents,  its  counsel  asked  me  and 
two  others  who  appeared  there  in  behalf  of  the  tenants  to  give  him  the 
numbers,  the  rentals,  the  expiration  dates  of  leases  m  more  concrete 
form,  because,  as  he  said,  there  might  be  some  question  in  the  minds  of 
the  legislators  as  to  whether  or  not  the  condition  was  as  bad  as  we 
said  it  was.  This  in  the  face  of  evidence  such  as  Mr.  Plat zker  has 
given  today— this  in  the  face  of  tlie  other  testimony  you  will  hear 
today.  And  so  I  suggested  at  that  meeting,  and  I  have  repeated  it 
here,  let  those  who  represent  the  real  estate  interests  name  but  one 
tenant  out  of  the  122,000  tenants  whose  lease  has  expired  withih  the 
past  2  years  who  has  not  had  his  rent  increased  from  10  percent  to 
250  percent.  They  remained  silent  at  that  time.  I  am  sure  they  will 
have  no  answer  to  it  here.  i       i,     u  i.t. 

And  I  respectfully  suggest  that  we  all  ask  ourselves  why  should  the 
commodity  known  as  commercial  rent  be  the  only  unregulated  com- 
modity in  the  land  ?  1  1    U  J      T 

In  all  earnestness,  and  with  due  respect  for  this  honorable  body,  1 
accuse  the  Congress  of  being  negligent.  One  can  forgive  an  oversight, 
but  2  years'  time  is  too  long  to  take  to  correct  it. 

We  have  all  heard  of  black  markets  in  rationed  commodities  and  m 
ceilinged  commodities.  People  who  engage  in  such  transactions  are 
subject  to  penalties,  but  you  have  legalized  the  black  market  in  com- 
mercial rents  by  doing  nothing  about  it.  i  •       j.  i. 

Do  you  know  that  owners  and  agents  alike  are  asking  for  cash 
considerations— not  checks— they  want  no  evidence  of  the  passing  of 
that  money,  but  are  demanding  cash  considerations  for  entering  into 
leases,  even  where  the  expressed  rental  is  at  an  increase  of  over  100 

percent?  *.  -r»i  u 

These  are  not  fancies  of  mine.  These  are  facts.  Please  remember 
that  while  we  here  and  those  with  me  can  present  thousand  of  cases, 
there  are  many  more  thousands  of  tenants  who  fear  to  speak  lest  their 
landlords  put  them  out  and  rent  their  space  over  their  heads. 

Our  mayor's  representative  has  presented  the  facts.  Do  you  sup- 
pose that  the  mayor,  who  is  anxious  to  have  the  city's  income  meet  his 
large  budget,  would  ask  for  a  ceiling  on  rents  unless  there  was  a  need 
for  it?  Commissioner  Platzker  does  not  represent  the  tenants  alone. 
The  mayor  does  not  speak  for  tenants  alone.  He  speaks  for  the  land- 
lords as  well.  And  when  he,  or  his  representative,  tells  you  that  the 
emergency  exists — when  the  National  Association  of  Real  Estate 
Boards  admits  that  there  is  a  shortage  of  space  in  one  out  of  four 
reporting  cities,  does  it  not  convince  you  that  a  free  market  does  not 

exist  ? 

I  hesitate  to  make  the  arguments  that  must  be  very  apparent  to  j;ou 
as  to  why  commercial  rents  ought  to  be.  controlled,  and  please  forgive 
me  if  I  repeat  one  or  two  of  them — and  again  I  respectfully  submit 
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them  for  emphasis  only,  for  I  am  sure  all  of  you  gentlemen  are  aware 
of  them,  lenants  of  commercial  property  in  New  York  City  are 
deprived  of  the  freedom  to  contract  for  space  because  there  are  no 
vacancies,  and  one  of  the  reasons  for  there  being  no  vacancies  is  that 
the  Government  of  the  United  States,  through  its  agencies,  has  hired 
or  rented  in  prosecuting  the  war,  millions  of  feet  of  space 

^^^' ^.^^^'^vei*  ^he  country  has  found  it  necessary  to  take  certain 
commodities  to  promote  the  war  effort,  it  has  subjected  that  commodity 
to  price  ceiling  or  rationing,  or  actually  prevented  its  use  for  civilian 
purposes  There  should  be  no  distinction  between  the  use  of  space  as 
against  steel,  as  against  cotton.  There  is  a  shortage  in  cotton  •  there 
is  a  shortage  in  steel— what  must  we  do  to  convince  the  Congiess  that 
mSals*^  ^^^^^  '^  rentable  space  usuable  for  the  production  of  war 

I  should  like  to  impress  upon  you  that  the  i-ental  of  commercial 
space  m  the  city  of  New  York  is  based  upon  rentals  from  February  1 
of  each  year.  That  was  known  as  the  renting  season— or  at  least  the 
few  months  prior  to  February  1  have  always  been  known  as  the  renting 
season  of  commercial  properties,  particularly  lofts  in  the  city  of  New 
York.  Ihis  year  it  has  been  converted  into  an  oi)en  season  on  tenants 
with  the  owners  m  possession  of  all  the  single,  the  double-barreled,  and 
automatic  shotguns. 

We  have  but  2  months  in  which  to  negotiate  our  leases.  In  many 
cases  tenants  have  been  outrented.  Tenants  whose  leases  will  expire 
on  February  1  have  no  place  to  go.  Please  give  us  the  relief,  and 
soon!  ' 

I  should  like  to  add  that  in  1943,  August  to  be  exact,  a  building  was 
sold  by  one  of  our  large  ownei-s  for  a  million  dollars.  This  building 
IS  oO  years  old.  It  was  originally  built  as  a  department  store  or  to 
house  a  department  store,  which  failed,  and  for  many  years  the  build- 
ing was  what  is  known  in  real  estate  parlance  as  a  "lemon."  And  then 
a  long  came  the  Government  and  used  it  as  a  hospital  during  the  last 
war,  and  then  it  was  converted  into  lofts.  Now,  when  this  new  owner 
m  August  1943  bought  this  building  for  a  million  dollars,  he  invested 
approximately  300 • 

Senator  Hawkes.  Mr.  Chairman,  I  think  I  would  like  to  go  down 
The  Chaikman.  What  is  there  ^ 
.Senator  Hawkes.  Executive  session  on  Stettinius. 
The  Chairman.  Well,  we  are  going  to  have  a  hard  time  with  all 
these  witnesses. 

Senator  Buck.  I  will  come  back  just  as  soon  as  it  is  over,  if  I  may 
be  excused.  '' 

The  Chairman.  Suppose  we  come  back,  instead  of  at  2:30,  at  2 
o'clock;  is  that  all  right,  gentlemen? 

Senator  Buck.  Yes. 

The  Chairman.  We  shall  recess,  then.    I  am  sorry. 

Mr.  Halperin.  That  is  all  right.  I  think  the  business  of  the  Gov- 
ernment comes  first. 

(Whereupon,  at  12 :  20  p.  m.,  a  recess  was  taken  until  2  p.  m.  of  the 
same  day.) 

AFTERNOON   SESSION 

The  committee  reconvened  at  2  p.  m.,  upon  the  expiration  of  the 
i"ecess. 
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The  Chairman.  Are  you  ready  to  proceed  now,  Mr.  Hali:)erin  ? 

Mr.  Halperin.  Yes. 

The  particular  building  I  was  going  to  give  you  as  what  appeared 
to  me  to  be  an  outstanding  example  of  an  owner  taking  advantage  of 
the  ewiergency — and  by  emergency  I  mean  absolute  lack  of  space  to 
which  a  tenant  can  go  if  he  cannot  make  a  deal  with  his  present  land- 
lord for  the  premises  that  he  presently  occupies  is  in  New  York. 

You  have  heard  Mr.  Platzker  say  he  has  made  a  survey  of  buildings 
in  New  York  City  and  that  there  is  less  than  one-half  of  one  percent 
of  loft  space  available  in  the  city  of  New  York,  so  that  definitely, 
freedom  for  the  tenant  to  negotiate  just  isn't  there,  and  if  he  wants 
to  remain  in  business  he  has  either  got  to  kowtow  to  the  landlord  and 
accept  his  terms  or  go  out  of  business,  or  go  out  of  the  State  if  he  is 
fortunate  enough  to  find  a  place  out  of  the  State. 

The  Chairman.  He  has  to  think  of  his  customers  too. 

Mr.  Halperin.  Not  only  his  customers,  but  his  employees.  I  think 
incidentally  you  will  find  that  every  representative  labor  organiza- 
tion in  the  country  favors  the  passage  of  this  bill  because  of  the 
hardships  that  will  come  to  some  employee  now  and  particularly 
post-war.  It  is  really  disorganizing  those  men  who  are  experienced 
in  business  and  may  affect  post-war  conditions  of  employment. 

I  just  heard — it  is  hearsay  and  I  don't  know  whether  it  be  a  fact — 
that  one  of  the  labor  conventions,  whether  it  is  A.  F.  of  L.  or 
C.  I.  O. — that  is  now  holding  its  meetings  has  passed  a  resolution 
asking  this  committee  to  recommend  the  btll  and  asking  Congress  to 
pass  the  bill. 

Senator  Taft.  I  don't  see  how  it  affects  labor  organizations.  If 
a  man  is  forced  out  of  business  and  somebody  else  moves  in  and  em- 
ploys the  same  number  of  people,  what  is  the  difference  in  employ- 
ment ? 

Mr.  Halperin.  Mr.  Senator,  take  for  instance  a  building  I  have  in 
mind  which  has  one  tenant  who  employs  approximately  a  thousand 
people  in  a  loft.  When  he  was  f acecj  with  eviction  if  he  didn't  agree 
to  pay  the  rent  which  the  landlord  demanded,  the  landlord  used  a 
subterfuge — or  his  agent  did — that  he  can  rerent  his  space  and  when 
I  asked  him,  "Whom  have  you  in  mind?"  He  said,  "We  will  use  it 
for  storage  purposes." 

So  that  is  something  which  would  not  require  much  labor. 

Senator  Taft.  Or  wouldn't  pay  any  rent  either. 

Mr.  Halperin.  Oh,  no.  He  said  he  could  get  as  much  rent  for  it 
even  for  storage  purposes. 

Senator  Taft.  The  other  cases  we  heard  there  were  other  people 
moving  in  and  employing  the  same  number  of  people.  It  seemed  to 
me  to  be  just  a  fight  between  the  landlord  and  tenant.  I  don't  see 
the  labor  question.    He  might  employ  more  people. 

You  have  a  certain  amount  of  space  in  which  work  can  be  done. 
That  is  all  the  space  there  is.  I  think  roughly  speaking  the  same 
number  of  people  would  be  employed  one  way  or  the  other.  I  don't 
see  what  the  labor  question  has  to  do  with  it. 

Mr.  Halperin.  If  the  same  type  of  business  remains,  but  if  it  is 
a  business  that  doesn't  employ  a  lot  of  labor  it  definitely  will  reduce 
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the  number  of  employees  in  that  particular  locality.  In  any  event 
there  will  be  a  dislocation.  There  would  be  a  period  requiring  an 
adjustment  when  one  firm  has  to  get  out  and  install  its  plant  in  an- 
other location,  a  plant  that  employs  a  thousand  people,  and  particu- 
larly now  with  all  your  regulations  regarding  the  buying  of  new 
machinery  and  new  equipment. 

It  is  difficult  even  to  get  electric  wiring.  So  that  when  a  man  is 
obliged  to  move  it  would  definitely  throw  out  of  adjustment  quite  a 
number  of  employees. 

The  Chairman.  Well,  suppose  it  goes  to  another  locality  which  is 
some  distance  away,  aren't  you  going  to  have  a  labor  problem  there? 
An  individual  who  is  settled  and  doesn't  care  to  move  out  of  town, 
to  some  other  place,  haven't  you  got  that  problem  involved? 

Mr.  Halpemn.  It  is  very  apparent  that  would  occur.  You  would 
have  a  dislocation  in  two  places.  One  in  getting  new  employees  if 
he  moved  out  of  the  city  or  out  of  the  State,  and  he  certainly  couldn't 
take  those  into  the  State  from  New  York  or  visa  versa,  if  it  occurs 
in  New  Jersey. 

I  understand  some  of  the  large  cities  are  having  difficulty,  but  let 
me  come  back  to  this  building  I  mentioned.  This  building  is  a  50- 
year  old  building  and  was  sold  for  a  million  dollars  requiring  the 
new  owner  to  pay  $300,000  in  cash,  and  a  purchase  money  mortgage 
for  approximately  $700,000.  At  tlie  time  the  building  was  sold  it 
reflected  a  net  income  to  the  insurance  company  that  owned  it  of 
approximately  $55,000.  or  5%  percent  of  the  sale  price.  Immediately 
upon  the  passing  of  title  the  agent  for  the  new  owner  came  in  to  this 
one  particular  tenant  whose  lease  was  about  to  expire  in  the  following 
February,  who  had  been  paying  $42,500  a  year,  and  said  to  him,  ''Your 
rent  is  $73,000  a  year  beginning  February  1,  1944." 

No  time  for  negotiations.  "That  is  what  you  have  to  pay  or  else 
you  will  have  to  move."  It  so  happened  in  the  negotiations  for  that 
particular  tenant  there  finally  came  a  letter  actually  saying,  "You  are 
hereby  obliged  to  vacate  on  February  1,  1944." 

So  the  tenant  consented  to  the  demands  and  signed  the  lease,  I 
believe,  on  January  31,  1944,  agreeing  to  pay  $73,000  instead  of 
$42,500.  That  would  not  have  been  so  terrible  except  that  the  land- 
lord said,  "We  now  want  a  5-year  lease  from  you,"  whereas  the  exist- 
ing lease  was  only  for  2  years  and  never  had  a  tenant  before  been 
obliged  to  sign  one  for  more  tlian  3  years.  That  has  been  the  practice 
in  the  building  for  many,  many  years. 

Well,  now,  that  perhaps  may  be  condoned,  but  in  addition  to  requir- 
ing him  to  pay  an  increase  of  $31,000  per  annum,  and  in  addition  to 
requiring  the  tenant  to  guarantee  payment  of  that  over  5  years,  the 
landlord  said.  "We  will  insert  a  cancelation  clause  giving  the  owner 
the  opti(m  to  dispossess  tlie  tenant  at  the  end  of  2  years." 

So  that  perchance  the  traffic  would  bear  it  and  conditions  would 
remain  the  same  and  no  relief  comes  either  from  the  State  nor  from 
the  United  States  Government,  the  landlord  then  can  ask  a  rent  perhaps 
even  of  $150,000  regardless  of  value,  because  the  tenant  must  either 
stay  and  sign  the  lease  or  move,  and  there  is  no  place  for  him  to 
move  to. 

Now  in  the  case  of  another  tenant  in  that  building  which  was  th» 
only  other  tenant  whose  lease  was  about  to  expire,  they  increased  the 
rent  from  $44,000  to  $81,000.    I  have  the  figures  and  I  have  computed 
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the  amount  of  rent  which  the  landlord  will  receive  if  the  other  tenants 
in  the  building,  as  their  leases  expire,  are  faced  with  a  proportionate 
increase.  The  net  income  to  the  owner  then,  the  new  owner,  will  be 
$205,000  per  annum  against  a  cash  investment  of  $30Q,000,  after  deduct- 
ing all  carrying  charges  and  interast  on  the  purchase-money  mortgage 
or  whatever  amortization  he  is  required  to  make  on  account  of  that 
first  mortgage. 

You  know,  gentlemen,  that  the  average  owner  of  commercial  prop- 
erty today  has  a  habit  in  his  calculations  of  figuring  amortizations  or 
reductions  on  principal  on  his  mortgage  as  expenses.  Of  course,  the 
Treasury  Department  does  not  allow  that,  but  when  they  tell  you  how 
much  money  they  are  making  on  the  building,  or  when  j^ou  try  to  sell 
a  building,  when  an  agent  proposes  a  building  to  a  prospective  pur- 
chaser, they  include  amortization  in  expenses  and  do  not  add  it  to  net 
income.  That  was  only  possible  because  of  the  lack  of  space  brought 
about  by  war  conditions. 

There  is  no  ingenuity  on  the  part  of  this  owner.  He  has  not  con- 
tributed anything  to  the  war  effort.  He  is  merely  being  permitted 
to  engage  in  profiteering  legitimately,  if  you  please,  because  of  the 
negative  action  of  the  legislature,  both  here  and  in  the  State  of 
New  York,  and  in  the  other  States  where  the  same  conditions  exist. 

Perhaps  not  as  flagrantly,  perhaps  the  landlords  are  not  as  bad  as 
they  are  in  New  York — those  who  are  bad.  Of  course,  there  are  some 
who  a  .e  not  taking  advantage  of  the  situation.  We  do  not  condenm 
them  all,  and  unfortunately  if  this  bill  should  be  passed  those  who 
are  really  honorable  to  some  extent  may  suffer,  just  as  the  man  who 
was  in  business  up  to  the  outbreak  of  this  war,  many,  many  years, 
maybe  had  his  life's  earnings  invested,  when  he  found  he  was  in  a 
business  where  he  could  not  continue  because  his  product,  or  his  raw 
material,  was  needed  for  the  war  effort. 

When  he  asked  for  relief  he  was  always  told  by  the  agencies,  "Sorry, 
there  is  a  war  on  and  if  we  have  to  force  some  people  out  of  business 
they  have  just  got  to  go  out  of  business." 

So  if,  when  this  law  is  passed — and  I  am  confident  it  will  be — if  it 
does  adversely  affect  some  owners,  they  just  must  suffer  with  everybody 
else  to  the  extent  it  will  hurt  them. 

Senator  Tatt.  Mr.  Halperin,  what  worries  me  about  it,  the  reason 
I  am  loathe  to  do  it,  is  this:  Obviously  the  just  way  to  deal  with  the 
situation  that  you  have  referred  to  is  to  have  an  arbitration,  or  some- 
thing of  the  kind,  or  some  fixing  of  the  particular  case,  but  this  bill 
doesn't  propose  that  method  at  all,  and  I  don't  think  the  O.  P.  A. 
would  undertake  it. 

This  bill  proposes  tliat  the  rents  be  fixed  definitely,  every  tenant 
being  entitled  to  remain  at  that  fixed  rental  whether  he  doubles  his 
business  or  makes  twice  as  much  money  or  anything  else,  at  the  same 
rent  that  existed  on  a  certain  arbitrary  date,  which  has  no  relation 
necessarily  to  the  actual  conditions.  I  mean,  I  can  think  of  all  sorts 
of  circumstances,  for  instance  that  of  a  gradually  raising  rent.  Are 
you  going  to  place  it  on  the  basis  of  the  rent  he  actually  paid  or  in- 
creasing the  rents  stated  in  a  lease  ? 

It  seems  to  me  if  you  get  a  situation  like  this  that  we  ought  to  have 
some  better  method  than  just  to  try  to  freeze  everything  as  of  a  certain 
date.  That  seems  to  me  in  a  way  just  as  unjust  as  the  condition  that 
already  exists. 
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Xow,  take  this  man,  the  one  that  bought  this  million-dollar  building, 
and  supposing  that  insurance  company  that  owned  it — probably  it  was 
$2,000,000  originally  and  probably  they  had  to  foreclose  on  a  mort- 
gage— supposing  the  fellow  that  owned  that  $2,000,000  building  had 
stuck  with  it  all  the  way  through  and  he  made  $55,000  net.  That  would 
have  been  only  2  percent  on  his  money.  Certainly,  he  is  going  to  be 
frozen  just  like  this  other  fellow  that  bought  it  «at  a  million  dollai*s, 
at  2  percent  on  lis  money,  instead  of  the  fellow  that  gets  20  percent  on 
his  money. 

ft' 

Isn't  there  some — can't  the  thing  be  dealt  with  more  specially  in 
some  sort  of  an  arbitration  requirement  or  provision  for  that  kind  of 
an  affair,  at  least  in  large  matters  like  this?  It  would  justify  the  ex- 
pense of  dealing  with  every  individual  case  on  an  individual  basis. 

Mr.  Hali'Erin.  Well,  I  think  if  you  left  it  to  arbitration  it  would  be 
pretty  difficult  to  get  any  relief.  There  are  so  many  recalcitrant 
owners 

Senator  Taft.  I  was  thinking  of  a  compulsory  arbitration,  I  mean 
a  law  which  said  you  could  fix  a  price  after  certain  hearings  on  the 
basis  of  the  justice  of  the  particular  case,  rather  than  on  the  basis  of 
what  the  rent  was  on  a  certain  date.  That  freeze  basis  is  what  I 
don't  like  about  rent  regulation. 

Mr.  Halperin.  There  are  many  men  sitting  here  who  will  testify 
here,  with  whom  I  have  pleaded.  They  represent  the  realty  interests. 
"Why  don't  you  join  with  us  in  a  recommendation  to  the  legislature 
of  the  State  of  New  York" — to  do  exactly  what  you  are  suggesting:  to 
fix  a  date,  with  the  additional  right  to  the  landlord  to  go  into  court 
aird  get  a  reasonable  rent  if  the  dafe  selected  and  the  amount  he  was 
receiving  on  that  date  was  insufficient  and  get  what  was  to  he  consid- 
ered reasonable. 

Do  you  know  what  they  say  in  New  York?  They  say.  "This  is  a 
Federal  matter."  Before  every  committee  in  New  York  State  they 
urge  and  protest,  gentlemen,  this  is  a  Federal  matter.  Even  the  Gov- 
ernor of  the  State  at  one  time — I  don't  know  whether  he  has  changed 
his  mind — wrote  a  letter  saying  that  he  couldn't  do  anything  because 
it  was  a  Federal  matter. 

When  they  come  here,  they  have  always  urged,  and  will  urge  again, 
^'Gentlemen,  don't  legislate  here.  This^ie  a  Sate  matter."  And  they 
have  succeeded  in  both  places.  At  a  hearing  not  long  ago  l>efore  what 
is  known  as  the  New  York  State  legislative  committee  on  rent  in  New 
York  City  before  the  chairman  of  that  committee,  Mr.  Stevens  turned 
toward  several  of  the  real-estate  representatives  and  said,  "Gentle- 
men, if  we  decide  to  recommend  a  bill,  what  would  you  suggest  go 
into  that  bill  so  that  it  will  be  mutually  fair  ?"  And  the  answer  was 
unanimous  from  all  of  them,  "We  are  unalterably  opposed  to  any 
legislation,"  and  they  would  not  reveal  what  they  would  agree  upon. 

Senator  Taft.  I  don't  care  much  what  they  want.  I  am  suggesting 
two  points.  One,  that  the  method  proposed,  which  has  nothing  to  do 
with  State  or  Federal — the  method  of  taking  a  certain  date — that  is 
modeling  it  on  housing  control — aod.  giving  practically  no  opportu- 
nity to  vary  that  date,  no  matter  what  the  justice  of. the  case  is,  as 
against  a  more  flexible  system  of  control.    That  is  one  question. 

The  other  question  is  the  one  you  raised  as  between  Federal  and  local 
government.  I  think  both  governments  have  an  interest,  and  I  have 
the  feeling  that  the  Price  Control  Act  on  housing  takes  the  position. 
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that  the  first  responsibility  is  on  the  State;  and  if  the  State  doesn't 
do  it,  and  if  it  is  shown  to  have  a  national  inflationary  effect,  then  we 
have  the  job  to  do  it.   I  think  we  may  have  the  job  to  do  it.   I  don't  say 

we  haven't. 

I  would  rather  like  to  see  the  State  try  it  first,  that  is  all. 

Mr.  Halperin.  It  so  happens,  I  think,  Senator,  with  regard  to  the 
regulations  that  O.  P.  A.  is  obliged  to  promulgate  and  enforce,  they 
have  had  the  same  difficulty.  There  must  be  some  people  who  will 
suffer,  and  I  think  the  only  thing  you  can  do  effectively  is  to  apply 
to  this  particular  commodity  the  same  rules  and  regulations  and  laws 
that  you  have  applied  to  every  other  commodity. 

Senator  Taft.  No ;  that  is  not  true.  Under  the  price  business,  every- 
thing conforms  to  a  price  level.  You  don't  have  the  question  of  each 
individual  thing  getting  just  the  same  price  it  had  in  general.  Price 
control  is  based  on  the  price  being  so  much  for  everybody  and  being 
carried  through  on  that  basis. 

On  the  other  hand,  in  rent,  under  the  Price  Control  Administration 
the  idea  is  the  individual  price,  what  he  charged  on  a  certain  date. 
There  has  been  no  attempt  to  level  it  out  at  all.  We  had  a  terrific  pro- 
test here  and  long  consideration  of  the  inequities  in  housing  control. 
We  all  practically  concluded  you  couldn't  do  it  any  other  way,  but  I 
am  not  sure  you  couldn't  do  it  with  rents  in  a  different  way,  a  way 
which  would  give  more  equity  to  the  individual  case. 

Mr.  Halperin.  The  same  conditions  apply  to  the  renting  of  houses  as 
apply  to  the  renting  of  commercial  propei-ty. 

Senator  Taft.  Oh,  no.  There  are  millions  and  millions  of  homes 
where  there  are  only  hundreds  of  thousands  of  business  houses. 

Mr.  Halperin.  I  am  informed  in  New  York  City  the  number  is 

122,000. 

Senator  Taft.  That  may  be,  but  there  are  only  2,000,000  retail  busi- 
nesses in  the  whole  country.  There  are  20,000,000  homes.  So  it  is  10 
times  as  difficult  to  do  it  on  an  individual  basis. 

Mr.  Halperin.  Senator,  let  me  say  this  to  you :  so  far  as  commercial 
renting  is  concerned,  leases  on  an  average  expire  in  3  years,  on  an 
average.  There  may  be  instances  where  there  are  long-term  leases. 
Usually  where  there  are  long-term  leases  they  are  on  a  percentage 
basis  and  you  don't  have  any  trouble  there. 

Senator  Taft.  Wliat  would  you  think,  incidentally,  of  a  lease — 
retail  lease — ^that  provided  for  5  percent  of  the  gross  receipts  ?  Would 
you  let  that  landlord  get  more  as  the  gross  receipts  increased,  or  would 
you  try  to  hold  him  to  the  same  rent  he  is  getting  at  a  certain  time  ? 

Mr.  Halperin.  If  his  rent  was  fixed  on  a  percentage  basis  he  is 
entitled  to  that.  You  won't  get  a  complaint  from  any  owner  on  that 
basis. 

Senator  Taft.  If  we  were  to  do  that,  we  would  have  to  write  some 
special  laws.  If  we  are  going  to  try  to  freeze  it  on  the  terms  of  the 
particular  lease,  percentage  or  otherwise,  we  are  going  to  have  to 
make  some  special  provision  for  that. 

Mr.  Halperin.  I  don't  think  that  will  be  necessary  jbecause  the 
Office  of  Price  Administration  found  there  were  differentials  in  some 
cases  where  the  landlord  had  been  furnishing  painting  and  other 
services.  Whether  or  not  the  law  itself  gave  them  specific  instruc- 
tions, they  have  handled  it  in  a  pretty  fair  manner.  So  that  you 
would  have  the  same  thing.    The  Office  of  Price  Administration 
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would  determine  that  where  the  measure  of  the  rental  in  1944  in  a 
retail  establishment  was  based  on  a  percentage  basis 

Senator  Taft.  On  the  other  hand,  if  it  was  a  flat  rent  and  the 
tenant  was  making  four  times  the  profit,  then  the  landlord  couldn't 
get  any  increase. 

Mr.  Halperin.  Well,  there  is  a  good  reason  for  it  where  the  land- 
lord, in  the  first  place,  was  willing  to  gamble  with  the  tenant  and 
have  his  rent  go  down  if  business  decreased.  The  other  landlord 
was  not  willing  to  do  that.  The  other  landlord  wanted  a  fixed  rental 
whether  business  went  down  or  up. 

Senator  Taft.  The  fellow  who  is  on  a  percentage  basis  and  his 
lease  runs  out,  he  gets  the  advantage  of  the  increased  volume. 

Mr.  Halperin.  There  isn't  any  doubt  about  it  that  this  war  has 
brought  about  a  great  deal  of  interference  with  contracts  and  the 
right  to  contract.  In  some  instances,  Senator,  the  landlord  who  had 
anticipated  or  contemplated  an  increase  at  the  time  the  lease  would 
expire  will  have  to  suffer  as  every  citizen  in  the  country  must  suffer 
if  it  interferes  with  the  proper  conduct  of  the  war  effort. 

Now,  the  only  reason  the  landlord  whose  tenant's  lease  expires 
now  goes  in  and  asks  for  a  higher  rent,  is  not  because  the  tenant's 
business  has  increased 

Senator  Taft.  It  may  or  may  not  be.  I  don't  see  how  you  can  say 
that. 

Mr.  Halperin.  He  doesn't  need  it,  because  in  many  instances,  in 
fact,  in  all  the  instances  I  know  of,  the  landlord  has  not  gone  to  the 
tenant — in  this  case  I  told  you  about  the  agent  didn't  come  in  and 
say,  "Has  your  business  inci-eased?  Has  your  business  decreased?" 
He  knew  there  was  no  place  else  for  the  man  to  go.  The  war  had 
brought  about  an  emergency  and  he  just  dictated  the  amount  of  rent. 

Senator  Taft.  That  is  not  necessarily  true  throughout  the  United 
States  and  it  may  not  be  true  there. 

Mr.  Halperin.  I  agree  with  you. 

Senator  Taft.  As  a  rule  the  landlord  keeps  pretty  careful  track 
of  the  volume  of  business  of  his  tenant.  I  am  talking  more  about 
retail  businesses,  rather  than  loft  contracts.  It  has  been  shown  that 
that  doesn't  have  a  very  close  relation. 

Mr.  Halperin.  That  is  true. 

Senator  Taft.  But  nearly  every  landlord  keeps  pretty  close  track 
of  the  volume  of  any  retail  business  which  occupies  his  property.  I  am 
just  suggesting  there  ought  to  be  more  room  for  individual  adjustment 
than  there  is  in  housing  control. 

Mr.  Halperin.  I  don't  know  of  any  right  at  this  moment,  but  if  any 
thought  comes  to  my  mind  where  you  could  do  that,  I  will  be  pleased 
to  call  it  to  your  attention,  but  I  really  don't  know  of  any  right  now. 
I  don't  think  I  will  have  any  thought  on  it  unless  these  people  them- 
selves would  join  with  us  and  get  the  State  to  enact  a  law  similar  to 
the  law  we  had  in  1920,  and,  incidentally,  that  was  passed  after  the 
last  war.  Maybe  that  ought  to  be  a  good  example  or  an  indication 
that  this  may  not  last  for  just  a  short  period  of  time. 

The  Chairman.  I  know  something  about  that  law. 

Mr.  Halpfjwn.  You  do.  Senator— I  know  about  that.  That  was 
passed  following  the  last  war  because  things  had  become  intolerable  in 
regard  to  housing.  The  war  was  over  3  years.  I  think  it  was  in 
1921  when  we  had  those  rent  laws  enacted  in  New  York  State. 
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The  people  whom  you  are  seeking  to  help  are  the  very  people  that 
won't  join  with  us  to  do  that. 

Senator  Taft.  That  doesn't  make  any  difference.  We  are  trying 
to  determine  the  best  method  of  rent  control,  whether  we  can  avoid 
such  injustice  that  it  removes  more  or  less  the  arguments  against  it. 

Mr.  Halpekin.  I  will  say  this :  that  the  greater  injustice,  if  it  is  just 
a  question  of  justice,  will  be  to  the  tenants  who  are  entitled  to  the 
same  relief  you  gave  all  other  citizens  with  regard  to  the  use  of  com- 
modities and  prices,  but  if  it  is  a  question  of  justice,  you  are  going  to 
weigh  the  balance  and  see  which  side  ought  to  get  some  help.  Maybe 
you  will  find  there  are  more  tenants  who  require  relief  than  there  are 
landlords,  and  I  will  tell  you  why. 

Most  leases— most  leases  for  commercial  property— are  not  long 
term  leases  and  so  since  the  time  that  the  landlords  have  enjoyed  what 
we  call  prosi^erity  or  the  chance  to  raise  their  rent,  we  have  had  almost 
3  years  go  by.  They  have  raised  their  rents.  They  have  received 
increases.  It  is  only  a  small  percentage  of  the  owners  of  commercial 
property  throughout  the  country  in  my  opinion  who  have  not  already 
raised  their  rents. 

Senator  Taft.  That  is  not  true  in  Cincinnati.  I  don't  think  any- 
body has  raised  commercial  rents  in  Cincinnati,  that  I  know  of.  At 
least  there  are  a  very  limited  number  both  in  stores  and  office  buildings. 

Mr.  Halperin.  Senator,  there  are  men  here  today — the  x\merican 
Small  Business  Congress  has  received  complaints  from  your  city.  I 
don't  think  those  tenants  who  have  been  injured  are  very  articulate. 

Senator  Taft.  My  general  information  of  real-estate  people  there 
is  that  rents  have  not  gone  up  to  any  great  extent. 

Mr.  Halperin.  If  you  make  the  same  inquiries  of  the  tenants  that 
you  have  of  the  real-estate  men^  I  think  you  will  find  a  different  answer. 
I  don't  think  there  is  any  place  in  this  country  where  a  lease  has  ex- 
pired where  the  rent  was  not  increased. 

Senator  Taft.  Are  you  making  that  statement  as  to  office  buildings? 

Mr.  Halperin.  As  to  office  buildings  in  large  cities,  I  am  not  de- 
pending on  my  own  information.  I  have  just  read  to  you  what  the 
memorandum  says ;  that  office  buildings  are  on  the  upswing. 

Senator  Taft.  They  said  one-third  of  the  cities,  or  something  like 
that. 

Mr.  Halperin.  Well,  Senator,  if  one-third 

Senator  Taft.  That  wouldn't  disprove  my  statement. 

Mr.  Halperin.  If  their  evidence  shows  a  scarcity  in  one- fourth  of 
377  cities  that  they  have  investigated — and  they  are  careful  not  to  be 
too  anxious  to  show  that  the  real-estate  people  are  earning  too  much — 
don't  you  think  that  indicates  there  is  a  serious  problem? 

Senator  Taft.  No. 

Mr.  Halperin.  One-third  of  the  cities  ? 

Senator  Taft.  No  ;  I  don't  think  so.  I  mean,  a  slight  increase.  After 
all,  what  if  they  have  gone  up  50  percent  ?  Many  prices  have  gone  up 
50  percent.  I  don't  know  why  there  shouldn't  be  an  increase  in  rents. 
You  have  to  prove  something  more  than  that.  You  have  to  prove  a 
situation  such  as  you  have  in  New  York  in  the  loft  situation.  I  think 
you  will  have  difficulty  in  proving  most  of  the  places  outside  of  New 
York. 

Mr.  Halperin.  My  point  is  it  is  wrong  to  expect  us  to  come  in  and 
prove  the  existence  of  an  emergency,  whereas  none  of  the  other  people 
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were  asked  to  do  that,  but  in  New  York  City  when  I  asked  all  the  rep- 
resentatives of  tlie  realty  owners  to  name  one  tenant  out  of  122,000 
tenants  in  New  York  whose  lease  had  expired  whose  rent  had  not 
been  increased,  they  remained  mute. 

There  was  no  answer,  and  I,  with  all  due  respect,  presume  to  suggest 
to  you  gentlenien  that  when  they  testify  here  and  suggest  that  maybe 
this  is  not  national  or  it  is  not  as  bad  as  we  have  presented  it  to  you, 
ask  them  to  name  you  one  tenant  in  New  York  City  or  in  any  other 
part  of  the  country  where  a  scarcity  exists,  whose  lease  has  expired 
within  the  past  2  years,  who  has  not  had  his  rent  increased  from  10  to 
300  percent.    [Laughter.] 

Well,  now  they  laugh.    Senator,  you  heard  Mr.  Platzker  say 

Senator  Taft.  I  can  produce  a  hundred  cases  in  Cincinnati,  both 
commercial  and  office  buildings,  in  the  last  3  months 

Mr.  Halperin.  Where  the  lease  has  expired  and  there  has  not  been 
an  increase? 

Senator  Taft.  Yes. 

Mr.  Halperin.  Senator,  I  would  like  to  learn  the  name  of  those 
tenants. 

Senator  T.\n.  I  will  be  glad  to  write  them  lor  you. 

Mr.  Halperin.  Senator,  these  people  are  laughing  when  I  say  300 
percent.  Didn't  you  hear  Mr.  Platzker  testify  this  morning  in  regard 
to  a  hat  concern  that  had  gone  up  from  something  like  $6,000  to 
$32,000?  fo  'p  5 

Senator  Taft.  I  am  not  disputing  your  situation  in  the  loft  industry. 
You  are  talking  about  other  States,  as  to  how  general  the  situation  was. 
You  have  made  a  case  in  the  loft  situation.  The  only  question  relating 
to  your  loft  buildings  is  first  as  to  whether  the  State  should  do  it  and 
second,  how  much  effect  loft  rents  have  on  general  inflation.  Have  you 
got  anything  to  prove  that  ?  I  mean  what  percentage  of  the  gross  out- 
put of  hats  is  affected  by  the  rent?  Is  it  anything  that  makes  any 
difference  or  isn't  it  just  absorbed?  The  question  of  whether  the 
manufacturer  makes  the  profit  or  the  landlord,  is  one  in  which  we  are 
not  interested. 

We  are  only  interested  in  the  general  effect  on  inflation.  I  think 
you  can  prove  more  effect  on  inflation  in  retail  rent  than  you  can  in 
the  case  of  loft  rents. 

Mr.  Halperin.  Don't  you  think  the  manufacturer  who  has  had  his 
rent  increased  is  entitled  to  ask  for  an  increase  in  the  price  of  his 
article  ? 

Senator  Taft.  He  may  be  entitled  to  it,  but  he  doesn't  get  it.  That 
is  the  position  of  the  O.  P.  A. 

Mr.  Halperin.  Those  are  the  manufacturers  who  come  to  you  for 
relief  for  being  obliged  to  pay  more  rent 

Senator  Taft.  That  is  right,  but  I  am  asking  you  if  you  have  any 
figures  to  show  what  percentage  of  the  gross  output  of  hats  or  clothes, 
or  anything— how  much  the  cost  is  increased  by  these  increases  in 
loft  rents.    Is  that  a  material  factor  in  manufacturing,  or  not? 

Mr.  Halperin.  That  is  quite  a  material  factor  today.  I  don't  know 
what  percentage  you  would  consider  a  material  factor.  If  you  permit 
these  people  to  keep  on  going  the  way  they  are  going,  is  there  any  doubt 


in  your  mind  it  must  ultimately  become  a  material  factor?  All  we 
are  asking  you  to  legislate  now  is  to  prevent  an  unjust  increase  in 
these  rents  by  allowing  the  price  administrator  to  go  in  and  tackle 
the  emergency  if  he  finds  the  emergency  exists. 

Senator  Taft.  I  am  not  so  much  concerned  for  the  future.  If  we 
deal  with  the  immediate  question  we  hope  within  a  year  there  won't 
be  the  problem  there  is  today,  and  this  is,  after  all,  an  extraordinary 
exercise  of  Federal  jurisdiction,  to  go  out  and  regulate  prices  and  con- 
trols. We  hope  that  a  year  from  now  we  will  be  letting  up  on  price 
control,  not  increasing  it. 

It  is  not  the  future  I  am  so  much  concerned  about,  but  I  would  like 
you,  if  you  can,  to  present  some  study  of  the  effect  of  increased  rent  on 
prices  or  cost  of  loft  manufacturers. 

Mr.  Halperin.  I  wish  we  had  the  ajbility  and  the  means,  the  financial 
means,  to  make  a  survey  such  as  you  suggest  we  make.  We  do  not  have 
it,  because  as  I  have  suggested  to  you,  the  tenants  have  never  been 
organized.  They  do  not  enjoy  the  representation  of  these  other  organi- 
zations such  as  the  owners  do.  That  is  very  difficult,  but  one  thing  that 
it  would  bring  about,  our  getting  a  survey,  w^ould  be  more  delay,  and 
the  average  lease  expires  on  February  1  in  each  year.  February  1, 
1945  is  the  next  rental  date.  Ordinarily,  December  and  January  are 
the  renting  seasons  for  commercial  properties. 

Senator  Taft.  Well,  I  suggest  you  take  your  hat  case  and  call  up 
Mr.  Marvin,  or  whatever  his  name  is,  and  ask  him  what  his  total 
volume  is,  or  the  business  he  does  in  that  place — ^I  could  easily  find 
out  by  asking  three  or  four  people  what  percentage — how  much  that 
increase  affects  the  total  output  cost. 

Mr.  Halperin.  We  will  do  that.  I  think  Mr.  Platzker  can  do 
that.  Of  course,  if  you  will  take  that  one  example  and  not  say  later 
on  we  have  only  one  case,  that  will  be  very  fine. 

Senator  Taft.  Well,  I  would  like  three  or  four  cases.  The  first 
one  Mr.  Platzker  gave  us,  Rosenhirsch? 

Mr.  Halperin.  We  will  do  that,  Senator.  I  thought  you  wanted 
a  national  survey. 

Senator  Taft.  No,  no.  I  just  want  to  get  an  idea  of  what  these 
different  companies — the  Rosenhirsch  Co.  and  two  or  three  others — 
what  difference  $3,000  a  year  makes  to  them. 

Mr.  Halperin.  You  are  entitled  to  know  that.  I  think  Mr.  Platz- 
ker said  he  would  supply  that  to  you. 

Senator  Taft.  All  right.    I  will  quit,  Mr.  Chairman. 

Mr.  Halperin.  I  think  that  concludes  my  statement.  Senator,  but 
I  would  like  to  present  several  of  the  representatives  of  the  associ- 
ations who  will  just  take  a  few  minutes 

The  Chairman.  Well,  I  have  heard  about  that  few  minutes  before. 
We  have  a  regular  schedule  here  of  witnesses  we  have  got  to  hear. 

Mr.  Halperin.  Mr.  Schwab  consented  to  give  some  of  his  time 
to  them. 

The  Chairman.  All  right.    Limit  it  as  much  as  you  can. 

Mr.  Halperin.  Yes. 

I  would  like  to  present  Mr.  Agree,  executive  director  of  the 
National  Manufacturers  Dress  Association,  Inc. 
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STATEMENT  OF  ISADORE  A.  AGREE,  EXECUTIVE  DIRECTOR,  NA- 
TIONAL   DRESS    MANUFACTURERS    ASSOCIATION,    INC.,    NEW 
YORK,  N.  Y. 

Mr.  Agree.  I  appear  here,  gentlemen,  on  behalf  of  300  manufac- 
turers manufacturing  ladies'  dresses.  They  manufacture  dresses  in 
price  ranges  from  as  low  as  $2.50  apiece,  to  up  in  the  higher  brackets. 

Our  membership  is  a  cross  section  of  the  entire  dress  industry.  In 
the  aggregate  I  would  say  they  employ  approximately  about  30,000 
workers.  I  need  not  tell  you  our  industry  is  governed  by  price  regu- 
lation, as  is  every  other  industry  in  the  country.  I  appear  on  behalf 
of  the  membership  of  our  organization  to  urge  enactment  of  this 
legislation  in  order  to  curb  uncontrolled  profiteering  on  commercial 
rents,  and  to  save  thousands  of  small  businesses  from  ultimate  bank- 
ruptcv  as  a  result  of  commitments  and  long-temi  leases  at  exorbitant 
rentals,  now  thrust  upon  them  by  unscrupulous  and  chiseling  land- 
lords. 

We,  no  less  than  the  owners  of  business  space  and  people  in  every 
ether  enterprise  would  love  to  operate  without  any  government  re- 
strictions, but  we  recognize  that  we  are  at  war  and  that  under  the 
circumstances  Government  restrictions  are  necessary  in  order  that  we 
may  prosecute  our  war  more  effectively  to  ultimate  victory. 

We  cannot  somehow  or  other  reconcile  a  condition  where  all  of 
this  country's  business,  large  and  small,  manufacturing  and  distribu- 
tive, including  residential  rents  have  been  subjected  to  rigid  controls 
while  the  owners  of  commercial  properties  are  free  to  profiteer  to 
their  heart's  content. 

In  fairness,  it  must  be  said,  as  it  lias  been  said  by  Commissioner 
Platzker  earlier  in  the  day,  that  there  are  some  owners  who  are  not 
taking  undue  advantage  under  these  conditions.  However,  the  num- 
ber of  those  owners  that  do  take  advantage  is  increasing,  and  so  is 
the  extent  of  their  avarice.  As  will  be  seen  by  an  examination  of  the 
cases  I  will  leave  here  with  this  committee,  the  increases  in  rentals 
commenced  at  about  1942.  Rentals  that  have  been  paid  for  that  year, 
have  gradually  increased  year  after  year  to  a  point  where  now  the 
leases  that  have  just  been  forced  upon  them  for  the  year  1945  in  some 
instances  for  as  many  as  5  years,  show  increases  of  rentals  as  high  in 
some  instances  as  100  or  more  percent. 

Space  in  our  industry  has  customarily  been  leased  on  a  yearly  basis; 
seldom  has  any  tenant  signed  a  lease  for  more  than  1  or  2  years.  Per- 
haps this  was  due  to  the  uncertain  and  hazardous  nature  of  our  busi- 
ness. It  is  a  fashion  business  and  there  is  an  abnormal  rate  of  turn- 
over of  firms  in  it  during  the  year.  We  have  had  in  normal  times  a 
rate  of  business  mortality  that  ran  up  as  high  as  30  percent  annually. 

Now,  leases  are  being  negotiated  for  5  years  in  order  to  extend  these 
inflated  rentals,  that  are  presently  contracted  for,  for  long  terms. 

The  Chaikman.  Is  that  new? 

Mr.  Agree.  That  is  very  definitely  new.  In  fact,  in  what  is  known 
as  the  garment  area  in  New  York  City  for  a  time  there  appeared  to 
exist  a  conspiracy  among  the  owners  of  space  not  to  accept  leases  for 
less  than  5-year  terms,  and  not  until  the  Department  of  Justice  got 
wind  of  it  and  stepi^ecl  into  the  picture  and  obtained  promises  from 
the  landlords  operating  in  that  area  to  cease  in  this  restraining  con- 
duct, was  there  any  relief. 


We  urge  the  enactment  of  this  bill  so  that  the  O.  P.  A.  may  have 
tlie  power  to  prevent  rent  gouging  of  business  space  as  it  does  in  resi- 
dences and  all  other  commwlities  and  services.  I  take  note  of  the 
question  that  was  raised  by  Senator  Taft 

Senatoi-  Taft.  I  was  going  to  ask  it  again.  I  thought  perhaps  you 
would  know  about  the  percentage. 

Mr.  Agree,  I  will  answer  that,  too. 

With  respect  to  what  will  happen  to  the  landlord  who  may  be  caught 
witli  a  low  level  of  income  because  of  circumstances  beyond  his  con- 
trol, and  who  had  not  advanced  his  rent — what  will  happen  to  him 
under  the  circumstances  of  a  rent  freeze? 

I  would  like  to  report  to  you  as  to  what  happened  to  our  industry 
when  the  O.  P.  A.  stepped  in  and  fixed  a  ceiling  on  our  commodities. 
In  our  industry  the  manufacturers  manufacture  a  style  commodity, 
and  the  cost  of  different  styles  in  the  same  price  line  vary.  Some  were 
of  a  lower  cost  and  others  of  a  higher  cost,  but  there  was  an 'average 
produced  there. 

There  was  no  telling  as  to  what  a  retailer  will  prefer  when  he  comes 
in  and  looks  at  samples.  He  may  have  preferred  the  high  costing 
garments  and  ordered  those,  or  he  may  have  preferred  the  low  cost- 
ing garments,  and  ordered  those,  but  in  the  long  run  the  manufacturer 
produced  an  average  profit  during  the  season.  When  the  O.  P.  A. 
directed  us  to  fix  our  margins  on  the  basis  of  goods  delivered  during 
March  1942,  there  were  many  manufacturers  who  were  caught  with 
goods  delivered  during  that  month  that  showed  the  lowest  margin. 

When  we  protested  to  O.  P.  A.  that  there  would  be  many  hard- 
ships cases  under  this  regulation  the  answer  we  received  was  as  fol- 
lows :  They  said,  "Well,  now  look,  we  are  taking  a  base  period  dur- 
ing which  you  were  operating  imder  no  control  ^vhatsoever.  It  is 
you  or  your  firms  that  have  determined  your  margins  for  that  month. 
We  are  accepting  that  margin  as  the  margin  on  which  you  are 
to  operate  in  the  future." 

Of  course,  they  did  more  than  that.  They  rolled  us  back  to  the 
extent  of  10  percent  of  our  gross  margins.  Subsequent  to  that  we 
had  such  things  happen  to  us  as  in  the  midst  of  a  labor  contract 
A\  here  we  had  fixed  wage  rates  which  were  to  run  for  another  year  or 
year  and  a  half,  we  had  the  National  War  Labor  Board  tell  us, 
You  must  give  j^our  workers  a  wage  increase  effective  immediately." 

We  had  the  O.  P.  A.  tell  us,  "You  have  to  absorb  that  wage  in- 
crease. You  cannot  include  it  as  an  item  of  cost,"  although  it  is  an 
item  of  cost  just  the  same  as  the  price  of  the  goods  we  put  into  our 
commodities.  These  are  the  things  the  O.  P.  A.  has  done  and  we  must 
assume  it  has  administered  its  regulations  in  our  respect  and  with 
respect  to  other  industries  by  virtue  of  the  powers  vested  in  it  by 
the  Congress  of  this  country. 

Somewhere  I  believe  there  are  provisions  in  the  O.  P.  A.  that  apply 
io  hardship  cases.  I  respectfully  urge  that  it  may  be  possible  that 
were  a  freeze  imposed  upon  the  owners  of  commercial  space  there 
might  be  some  provision  made  for  the  relief  of  hardship  cases. 

Senator  Taff.  Well,  I  would  want  to  make  more  provision  than 
is  made  for  residential  hardship  cases  because  there  isn't  much  con- 
sideration of  hardship  cases  there. 

Mr.  Agree.  Now,  of  course,  as  to  the  percentage  of  margin,  as  to 
what  effect  it  would  have,  as  far  as  the  consumer  is  concerned 
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Senator  Taft.  Let  me  ask  you  this :  I  will  put  it  in  a  little  different 
way.  What  do  you  consider  in  your  business  a  proper  percentage 
to  pay  for  rent,  or  isn't  there  any  standard  ? 

Mr.  Agree.  Well,  frankly,  the  nature  of  our  business  is  such,  Sen- 
ator, that  it  really  depends  on  the  volume  of  business  and  the  par- 
ticular trend  during  a  given  year.  The  average  I  would  say  for 
rent  would  amount  to  about  1  percent  of  the  volume  of  business.  I 
say  that  would  be  about  the  average.  Wliere  a  man's  rent  is  doubled, 
you  can  obviously  see  what  that  does  to  him. 

Now,  more  than  that,  I  would  like  to  cite  to  you,  gentlemen,  figures 
that  have  been  compiled  by  the  Office  of  Price  Administration  dur- 
ing the  year  1943  for  the  year  1942,  as  to  profit  margins  enjoyed  by 
manufacturers  in  our  industry.  They  run  from  as  low  as  11/2  per- 
cent or  thereabouts — of  course,  there  are  some  that  produced  no  profit 
at  all — but  in  the  lower-priced  lines  they  run  from  low  as  li/^  per- 
cent on  tlieir  volume  to  6  percent  in  higher  priced  lines.  We  have  had 
a  considerable  issue  with  the  O.  P.  A.  on  that  subject.  However,  the 
fact  of  the  matter  is  that  the  percentage  of  increase  of  rent  is  of  vital 
consideration. 

The  Chairman.  Gentlemen,  we  will  have  to  stop.  We  have  to  go 
over  and  vote,  but  we  will  come  back  just  as  quick  as  we  can  and  con- 
tinue.   I  think  it  should  take  about  a  half  hour. 

(Thereupon  there  was  a  recess,  at  the  conclusion  of  which  the  pro- 
ceedings were  resumed  as  follows:) 

The  Chairman.  Now,  Mr.  Agree,  will  you  proceed  ? 

Mr.  Agree.  Well,  I  believe  that  there  isnx  much  more  I  have  to 
add,  except  I  would  like  to  read  a  few  of  these  cases  to  indicate  to 
you  how  the  increases  in  rentals  have  run  from  1942  to  1943  and  1944. 
How  progressively  year  after  year  these  same  landlords  have  in- 
creased the  rentals  for  the  same  spaces. 

I  will  cite  maybe  a  half  dozen  cases,  and  I  believe  that  will  be  suf- 
ficient, although  I  have  a  larger  number  here  which  I  expect  to  leave 
for  the  record. 

Here  is  a  building  at  463  Seventh  Avenue.  The  agent — I  am  not  sure 
about  the  ownership — is  Spear  &  Co.  located  at  225  Fifth  Avenue. 
Tenant  No.  1 — I  have  the  names  of  the  tenants  that  will  he  supplied 
on  request.  I  have  listed  them  by  number.  Tenant  No.  1  in  1942  paid 
a  rental  of  $6,541.     The  jump  from  1942  is  from  $6,541  to  $8,291. 

The  Chairman.  Were  the  others  1-year  leases? 

Mr.  Agree.  The  others  were  1-year  leases,  from  year  to  year. 

The  Chairman.  Yes. 

Mr.  Agree.  In  1945  a  3-year  lease  was  obtained  by  the  landlord  at 
a  rental  of  $8,291.  The  jump  from  1942  is  from  $6,541  to  $8,291,  a  3- 
year  lease,  and  in  addition  to  that  this  tenant  had  to  pay  a  brokerage 
commission  for  the  3  years'  time  of  the  lease  of  $373.13. 

Tenant  No.  2  in  the  same  building  had  a  rental  in  1942  of  $5,539 ;  in 
1943  it  was  $6,039 :  1944,  $7^289 ;  in  1945,  $9,049 ;  an  increase  from 
$5,500  in  '42  to  $9,049,  and  this  last  year  was  a  lease  for  3  years. 

Tenant  No.  3  had  a  rental  in  1942  of  $8,400 ;  same  for  1943 ;  1944.  it 
has  been  increased  to  $9,500 ;  1945,  to  $11,000,  a  3-year  lease. 

Tenant  No.  4 — ^this  is  all  in  the  same  building— $3,036  in  1942; 
$3,336  in  1943;  $4,036  in  1944;  $5,036  with  a  3-year  lease  in  1945. 


Now,  there  are  yearly  leases  from  year  to  year  up  to  1944;  in  1944 
a  3-year  lease  has  been  exacted  with  an  additional  increase  in  rental. 

The  Chairman.  Has  it  usually  been  a  yearly  lease? 

Mr.  Agree.  Senator,  as  I  pointed  out  before,  in  this  industry  it  has 
been  practically  true  in  all  cases. 

The  Chairman.  Until  now? 

ATr  Agree   That  is  correct. 

Tenant  No.  5  in  1942  paid  $6,451,  same  for  1943,  and  in  1944  the 
rental  was  boosted  to  $7,291.  In  1945  a  2-year  lease  has  been  negoti- 
ated for  $8,791. 

The  over-all  increase  for  these  five  tenants  in  the  building  is  an 
average  of  40  percent. 

Here  is  a  building  at  462  Seventh  Avenue.  It  is  owned  by  the  S.  I.  K. 
Corporation.  The  tenant  here  had  a  lease  in  1942  for  $5,500;  it  was 
raised  in  1943  to  $6,000;  same  for  1944;  a  new  lease  has  been  negoti- 
ated for  2  years  beginning  1945  at  $7,500;  a  jump  of  $2,000,  from 
$5,500  to  $7,500. 

Another  tenant  apparently  moved  into  the  premises  in  1943,  paid 
$4,250  for  space.    In  1944  it  was  raised  to  $5,000;  1945,  $6,500. 

Here  is  a  tenant  who  paid  $9,000  in  1942  and  '43,  was  raised  to 
$10,250  in  1944,  and  $12,000  in  1945.  The  same  tenant  occupies  another 
space  in  the  building  for  which  he  paid  $2,400  in  1943 ;  it  was  boosted 
to  $3,500  in  1944;  and  $4,500  with  a  2-year  lease  in  1945,  a  boost  of 
close  to  100  percent. 

The  Chairman.  Two-year  lease  ? 

Mr.  Agree.  Two  years. 

The  Chairman.  Two  years. 

Mr.  Agree.  A  boost  from  $2,400  in  1943,  to  $4,500  in  1945. 

Now,  I  do  not  care  to  continue  reading;  I  will  submit  the  whole 
batch.  I  have  here  a  record  of  79  tenants,  each  page  is  a  report  of  a 
building.  I  would  like  to  say  that  there  are  some  instances  here  where 
the  increases  of  rental  haven't  been  as  flagrant.  I  included  those 
amongst  these  so  as  to  indicate  that  it  is  not  a  specially  prepared 
proposition. 

The  Chairman.  You  are  sure  of  the  record,  of  course,  aren't  you? 

Mr.  Agree.  Definitely.  We  have  the  record,  the  original  records 
in  our  possession.  I  have  them  here  in  Washington  with  me,  but 
the  tenants  requested  that  we  do  not  mention  their  names  here. 

The  Chairman.  Yes. 

Mr.  Agree.  If  it  becomes  necessary,  we  will  submit  the  names  to 
the  committee.    Thank  you. 

The  Chairman.  Of  course,  the  other  members  of  the  committee 
mav  have  the  names  if  they  want  tliem  ? 

Mr.  Agree.  Definitely. 

The  Chairman.  Very  well.     Thank  you  very  much. 

Any  questions,  Senator^? 

(No  response.) 

(Mr.  Agi-ee  withdrew  from  the  committee  table). 

Mr.  Halperin.  May  I,  Senator,  present  the  next  one? 

The  Chairman.  Yes. 

Mr.  Halperin.  Mr.  Max  Zuckerman.  He  is  the  executive  diiector 
of  the  United  Infants  &  Children's  Wear  Association. 
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STATEMENT  OF  MAX  H.  ZUCKERMAN,  EXECUTIVE  DIRECTOR, 
UNITED  INFANTS'  AND  CHILDREN'S  WEAR  ASSOCIATION,  NEW 
YORK  CITY 

Mr.  ZucKERMAN.  My  name  is  Max  H.  Zuckerman,  executive  secre- 
tary of  the  United  Infants  &  Children's  Wear  Association,  of  New 
York  City. 

This  association  is  a  national  organization  that  represents  300  manu- 
facturers of  infants'  and  children's  wear  in  the  United  States.  We 
make  infants'  dresses  for  the  new-bom  baby,  toddler  dresses,  girls' 
dresses,  children's  dresses.  We  manufacture  toats,  underwear,  dia- 
pers, everything  for  the  infant  right  up  to  the  girl  of  14  years  of  age. 
In  the  city  of  New  York  we  operate  about  230  plants  with  an  employee 
capacity  of  12,000.  We  also  manufacture  in  other  communities  of  the 
United  States. 

Now,  with  respect  to  rents,  I  would  first  like  to  tell  you  how  we 
stand  insofar  as  this  rent  situation  is  in  the  city  of  New  York.  We 
did  not  go  out  to  solicit  amongst  our  members  whether  or  not  they 
had  any  complaints  to  file.  We  just  simply  waited  to  see  what  com- 
plaints would  come  in.  Now,  I  have  made  a  tabulation  of  the  com- 
plaints that  we  did  receive. 

We  have  received  31  complaints.  I  won't  analyze  each  one  of  them 
for  you.  I  will  submit  this  tabulation  for  your  record,  and  I  am  sure 
that  a  study  of  it  will  prove  most  interesting,  and  the  combined  statis- 
tics are  very  interesting. 

These  31  employers  or  members  employ  1,390  employees  in  the  city 
of  New  York.  In  1942  their  combined  rental  was  $149,450;  in  1943, 
$157,300 ;  in  1944,  $209,675 ;  and  the  new  rental  for  1945  is  $293,600. 

Now,  breaking  that  down  percentagewise.  Senator  Wagner,  the  rent 
increase  of  1943  over  1942  was  5.2  percent.  The  rent  increase  of  1944 
over  '42  was  40.3  percent.  The  rent  increase  for  the  year  1945  as 
against  '42  will  be  96.4  percent.  It  will  be  very  interesting  to  not^ 
from  these  figures  that  the  rent  increase  for  1945  over  '44  was  40 
percent. 

Now,  our  association  takes  this  view 

The  Chaikman.  Are  they  yearly  leases? 

Mr.  Zuckerman.  These  are  all  yearly  leases. 

The  Chairman.  Yes. 

Mr.  Zuckerman.  All  yearly  leases.  In  some  cases  they  were 
2-year  leases,  that  is,  a  lease  for  2  years,  but  generally  in  our  indus- 
try a  lease  is  written  for  1  year.    It  is  not  a  long-term  lease  industry. 

I  was  a  member  of  the  mayor's  loft  rent  mediation  board.  I  wasa 
representative  of  the  tenants  together  with  Mr.  Marmolstein,  of  the 
United  Better  Dress  Contractors  Association,  who  likewise  was  ap- 
pointed by  Mayor  LaGuardia  to  serve  on  this  loft  rent  mediation 
board.  I  heard  Senator  Taft  say  that  in  his  opinion  something  should 
be  done  in  the  nature  of  arbitration.     I  think  an  examination — 

Pardon  me,  Senator  Taft;  I  didn't  see  you  come  in. 

The  Chairman.  Well,  he  went  over  on  the  left  side. 

Mr.  Zuckerman.  I  think  that  an  examination 

Senator  Taft.  When  I  said  "arbitration,"  I  didn't  mean — I  really 
meant  a  Government-directed  judgment.  I  didn't  really  mean  private 
arbitration  without  any  Government  control.    I  was  referring  to  a 


system  under  which  each  case  would  be  dealt  with  on  the  merits  of  the 
case,  rather  than  a  freeze.  That  is  what  I  was  talking  about  there. 
Mr.  Zuckerman.  Well,  the  reason  why  I  am  mentioning  it.  Senator, 
is  that  I  feel  quite  certain  if  you  knew  the  history  of  the  mayor's 
board  in  its  relation  to  arbitration  you  might  not  probably  feel  that 
arbitration    would    solve    the    problem.     The    loft    rent    mediation 

board 

Senator  Taft.  Well,  I  am  withdrawing  my  remarks  about  arbitra- 
tion. I  didn't  mean  arbitration.  I  meant  a  Government  considera- 
tion in  each  case  as  an  arbitration  board  might  consider  it. 

Mr.  Zuckerman.  I  think  for  the  record,  though.  Senator  Taft,  it 
might  be  wise  if  I  gave  you  the  experience. 

Senator  Taft.  Surely. 

Mr.  Zuckerman.  We  were  a  mediation  board.  The  mayor  said 
that  he  had  no  power  to  appoint  a  board  that  would  compel  a  landlord 
or  a  tenant  to  appear  before  it  and  compel  arbitration.  All  we  could 
do  was  to  mediate,  which  meant  we  could  suggest.  Now,  bear  in  mind 
that  the  loft  rent  mediation  board  consisted  of  six  representatives, 
four  of  whom  were  landlord  representatives,  two  were  tenant  repre- 
sentatives, so  consequently  you  can  see  that  insofar  as  the  landlords 
were  concerned  they  had  a  two-thirds  vote  as  against  a  one-third  vote. 

Of  the  first  300  cases  that  were  heard,  or  summoned,  rather,  it  might 
interest  you  to  know  that  over  150  landlords  refused  to  appear  before 
this  board  to  give  the  board  an  opportunity  to  air  the  grievances  and 
submit  a  recommendation  that  might  be  fair.  It  might  also  interest 
you  to  know  that  of  the  first  350  cases  that  were  actually  heard  by  the 
board  an  analysis  of  what  the  loft  mediation  board  recommended 
insofar  as  the  increases  are  concerned  were  these — in  no  cases — rather, 
in  one  case  we  recommended  an  increase  of  no  percent ;  in  8,  from  1  to 
10  percent;  in  11,  from  11  to  15  percent;  in  35,  from  16  to  20  percent; 
in  40,  from  21  to  25  percent ;  in  24,  from  26  to  30  percent ;  in  55,  from 
31  to  35  percent;  in  34,  from  36  to  40  percent;  in  21,  from  41  to  45 
percent. 

Going  down  the  line,  you  will  notice  that  as  we  approached  the  50 
percent  mark  we  increased  in  the  number  of  cases  where  we  made  rec- 
ommendations, and  as  we  passed  the  50  percent  mark  we  decreased. 
There  were  four  cases  where  we  recommended  a  hundred  percent,  and 
six  cases  where  we  recommended  over  a  hundred  percent. 

Now,  the  reason  I  call  these  figures  to  your  attention,  is  the  fact  that 
I  think  this  is  certainly  proof  positive  of  the  fact  that  arbitration  or 
mediation,  call  it  whatever  you  will — they  are  just  sisters  under  the 
skin — that  consideration  is  given  to  the  things  that  you  mention: 
The  changing  circumstances,  that  a  landlord  may  have  rented  his 
premises  under  distress  rentals,  that  he  is  entitled  to  consideration. 
We,  as  the  tenant's  representative,  felt  that  that  was  something  that 
must  be  considered. 

Yet,  on  the  other  hand,  when  this  matter  came  up  before  the  New 
York  State  Assembly  on  a  bill  that  had  been  introduced  by  Assem- 
blyman Steingut,  which  permitted  an  increase  of  rent  over  the  March 
1,  1943,  level  up  to  15  percent,  the  landlord  appeared  there  and 
opposed  not  only  that,  but  opposed  even  a  counteroffer  that  we  made, 
tnat  New  York  State  set  up  an  arbitration  machinery  to  compel  both 
the  landlord  and  the  tenant  to  appear  in  aggrieved  cases  so  that  a 
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fair  decision  might  be  made.  We  have  been  bandied  around  by  these 
landlord  interests. 

Senator  Taft.  Well,  you  seem  to  me  to  prove  my  case.  I  mean  you 
are  proving  my  case. 

Mr.  ZucKERMAN.  On  the  contrary,  I  am  not  proving  your  case.  Sena- 
tor. I  think  we  are  offering  a  sugar-coated  castor  oil  pill  to  people 
who  won't  take  it. 

Senator  Taft.  I  don't  care  anything  about  representatives ;  that  does 
not  interest  us  at  all.  You  are  suggesting  that  to  be  just  there  should 
be  an  increase  in  different  degrees,  in  some  cases  and  not  in  other  cases, 
and  I  am  saying  that  the  measure  you  are  proposing  here  does  not 
permit  that.  It  freezes  everything  absolutely,  and  that  is  why  I  was 
suggesting  the  control.  Well,  I  guess  what  you  have  suggested  just 
now  was  suggested  to  the  New  York  Legislature,  one  in  which  there 
might  be  a  compulsory  arbitration  of  some  sort  dealing  with  the  merits 
of  each  individual  case.  I  don't  care  whether  the  landlord  is  against 
them  in  New  York  or  against  them  here.  I  am  considering  the  merits 
of  the  proposition  as  against  the  idea  of  freezing  everything  the  1st 
of  January  1944.    That  is  all. 

Mr.  ZucKERMAN.  Scuator,  no  man  who  represents  a  trade  association 
in  New  York  or  elsewhere  would  oppose  arbitration  as  the  means  of 
settling  any  dispute.  We  all  have  favored  and  do  now  favor  arbitra- 
tion, and  I  wouldn't  be  worthy  of  the  name  of  the  association  that  I 
represent,  and  have  so  for  25  years,  if  I  could  sit  here  and  say  to  you, 
"I  am  not  in  favor  of  arbitration,"  but  I  say  to  you.  Senator,  that  there 
is  no  way — ^and  these  landlord  interests  are  right — there  is  no  way  of 
compelling  arbitration  that  would  prove  effective  and  satisfactory; 
and  for  that  reason,  since  that  remedy  is  not  available  to  us,  the  only 
remedy  that  is  available  to  us  is  a  remedy  that  puts  rent  in  the  same 
position  as  it  does  our  materials,  our  labor,  our  findings,  and  everything 
else  that  goes  into  the  manufacture  of  garments.  Since  no  other 
remedy  exists,  that  remedy  must  be  given  to  us. 

Senator,  let  me  say 

Senator  Taft.  I  do  not  admit  the  other  remedy  doesn't  exist,  if  they 
enact  it  into  law.  We  can  enact  that  into  law  just  as  well  as  we  can 
enact  a  freeze  into  law,  I  suppose. 

Mr.  ZucKERMAN.  Well,  the  answer  to  that.  Senator,  is,  as  a  lawyer 
I  say  I  know  of  no  way  of  compelling  a  person  to  arbitrate  unless  he 
agrees  to  it. 

Senator  Taft.  Oh,  yes.  I  mean  we  can  consider  each  individual 
case :  we  can  have  a  board  of  some  sore  to  determine  that  and  make 
the  compliance  with  it  compulsory,  surely. 

Mr.  Zuc'KKKMAN.  Biit  if  you  can 

Senator  Taft.  It  isn't  arbitration  any  more.  That  is  why  I  with- 
drew tliat.    I  regret  that  I  mentioned  arbitration. 

Mr.  ZucKERMAN.  I  see. 

Senator  Taft.  That  is  true;  compulsory  arbitration  is  really  not 
arbitration;  it  is  GoA^ernment  control. 

Mr.  ZucKERMAN.  There  is  only  one  thing  further  I  want  to  say  to 
you,  because  I  don't  want  to  repeat  what  has  been  said.  There  is 
only  one  furtlier  thing,  and  tliat  is  this :  It  appears  to  me  that  all  of 
the"  elements  that  required  the  enactment  of  the  Emergency  Price 
Control  Act,  from  which  the  O.  P.  A.  seeks  and  gets  its  authority. 


exist  insofar  as  rents  are  concerned.  First,  there  is  a  definite  shortage 
of  space,  in  not  only  the  city  of  New  York  but  in  every  community 
where  our  type  of  goods  is  manufactured.  Secondly,  there  is  a  labor 
shortage.  Thirdly,  we  are  under  union  contracts  which  prevent  us 
from  the  freedom  of  moving  to  an  extent  that  will  permit  us,  say,  to 
move  from  New  York  to  Pittsburgh  if  Pittsburgh  were  found  to  be 
an  area  in  which  loft  space  were  available.  Our  union  contracts  will 
not  permit  that. 

Next,  we  have  the  situation  where  if  we  were  able  to  find  loft  space 
we  could  not  get  the  parts  nor  could  we  get  the  permission  of  the  War 
Production  Board  therefor,  nor  could  we  satisfactorily  move  without 
disrupting  our  business  to  an  extent  where  we  couldn't  possibly  set 
up  again. 

And,  finally,  there  is  the  time  element.  Insofar  as  the  industry  that 
I  represent  is  concerned,  as  you  know,  we  have  been  placed  by  the 
Office  of  Civilian  Requirements  and  the  War  Manpower  Commission 
on  the  lists  of  essential  civilian  activities  that  considers  us  an  essen- 
tial producing  industry  in  the  sense  that  our  product  is  critically 
needed  by  the  consuming  public.  Under  those  circumstances  we 
should  disrupt  the  continuous  flow  of  our  product  which,  as  it  is,  is 
scarce  as  far  as  consumers  are  concerned,  by  any  maneuver  whereby 
we  would  give  up  one  loft  if  another  loft  were  available. 

Since  all  of  those  elements  do  exist,  I  suggest,  gentlemen,  that  this 
is  a  matter  which  properly  comes  within  the  province  of  the  Emer- 
gency Price  Control  Act,  and  some  method  of  legislation  should  be 
set  up  whereby  the  arbitrary  increases  which  are  foisted  on  us  by 
landlords  are  stopped. 

Senator  Butler.  May  I  have  just  one  question? 

Mr.  ZucKERMAN.  Surcly. 

Senator  Butler.  And  he  can  supply  this  figure  later.  He  probably 
doesn't  have  it  at  the  time. 

You  represent  230  plants.  You  spoke  of  31,  a  particular  number  in 
the  group. 

Mr.  ZucKERMAN.  That  is  right. 

Senator  Butler.  You  appear  to  have  considerable  detail  with  refer- 
ence to  the  total  rental  charge.  You  show  the  percent  increase  for 
'42,  '43,  '44,  and  '45.  Now,  I  would  like  to  have,  if  you  can,  added  to 
the  record  what  percent  of  the  gross  sales  is  represented  by  their 
charge  for  rental. 

Mr.  Zuckerman.  If  I  were  to  average  it.  Senator — ^because  in  each 
case  depending  on  the  price  of  goods  a  man  makes  and  his  method  of 
operation — I  would  say  that  rent  as  to  sales  represents  about  1  percent. 

Senator  Butler.  That  is  all. 

Mr.  ZuKERMAN.  Any  further  questions? 

The  Chairman.  Any  other  questions  of  this  gentleman? 

(No  response.) 

Thank  you  very  much. 

(Mr.  Zuckerman  withdrew  from  the  committee  table.) 

The  Chairman.  Have  you  another  witness? 

Mr.  Halperin.  I  have  several  others.  This  man  is  from  New  Jer- 
sey, Senator:  Mr.  Samuel  Sutro,  of  the  Greater  Clothing  Contrac- 
tors Association,  who  will  tell  you  that  in  New  Jersey  the  conditions 
exist  as  they  do  in  New  York. 
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STATEMENT  OF  SAMUEL  SUTRO,  REPRESENTING  GREATER  CLOTH- 
ING CONTRACTORS  ASSOCIATION 

Mr.  SuTRO.  I  will  just  take  a  minute  of  your  time.  My  name  is 
Samuel  Sutro.  I  represent  the  Greater  Clothing  Contractors  Asso- 
ciation.   I  would  like  to  make  just 

The  Chairman.  Just  a  moment.  The  Senator  from  New  Jersey 
(Senator  Ha wkes). 

Mr.  SuTRO.  I  would  like  to  make  one  point.  I  am  from  New  York, 
but  the  association  I  represent  has  about  323  members.  About  a  hun- 
dred of  them  are  in  New  Jersey,  about  35  in  Newark  and  the  sur- 
rounding area. 

Senator  Tapt.  Where? 

Mr.  SuTRO.  In  Newark.  I  wouldn't  have  been  here  today  except 
that  r  got  a  call  from  a  Newark  contractor  who  is  engaged  exclusively 
in  the  manufacture  of  apparel  for  the  armed  forces.  His  rent  is  in- 
creased— ^being  increased  by  100  percent.  This  individual  operates 
three  plants  in  the  city  of  Newark.  He  went  to  the  contracting  offi- 
cer today,  and  I  was  to  accompany  him  there.  We  are  asking  for  a 
repricing  of  the  garment.  The  garment  involved  is  the  so-called  field 
jacket,  which  is  being  demanded  in  larger  and  larger  quantities  by 
the  armed  forces.  Tne  rent  in  the  case  is  a  decided  factor  in  the 
request  for  repricing  of  this  garment. 

Now,  that  is  one  shop,  and  there  is  another  one  which  is  in 
exactly  the  same  position.  In  other  words,  the  critical  situation 
which  we  have  had  in  New  York  for  the  past  2  years  is  now  going  into 
the  Newark  area.  I  would  say  that  was  a  recent  development. 
The  shortage  we  find  amongst  our  35  members  is  as  bad  there  as  it  is  in 
New  York  City.  Our  office  has  conducted  a  survey  which  is  not 
completed  as  yet  and  I  have  the  original  questionnaires.  I  would 
like  to  briefly  summarize  the  results  of  these  questionnaires. 

Seventeen  members  are  paying  increases  of  20  percent;  twenty -two 
members,  40  percent.     These  are  approximations.    Twenty-six 

Senator  Hawkes.  May  I  interrupt  ?  As  related  to  what  time?  As 
related  to  last  year,  you  mean  ? 

Mr.  SuTRO.  That  is  up  to  this  year,  not  including  1945,  and  I  will 
come  to  that  in  just  a  moment. 

Senator  Hawkes.  Yes. 

Mr.  SuTRo.  Twenty-six,  60  percent;  fifteen,  80  percent;  thirteen, 
100  percent ;  seven,  120  percent ;  one,  140  percent ;  one,  160  percent ;  and 
two,  220  percent. 

I  think  that  these  figures  have  a  significance,  and  perhaps  the 
increases  that  have  already  been  imposed  upon  these  contractors 
may  be  an  advantage  because  in  our  summary  we  find  that  about 
one  third  of  those  reporting — and  this  represents  about  a  hundred 
reporting  members — about  one-third  of  those  did  not  report  to  us 
what  the  proposed  increase  would  be  for  the  year  1945.  I  called 
a  few  of  them  to  find  out  why.  It  seems  that  a  new  technique  may 
be  developing,  and  that  is  that  some  of  the  landlords  in  the  loft 
building  area  are  waiting  to  see  the  results  or  tlie  action  taken  by 
this  committee  and  by  the  Congress. 

I  hope  that  Congress  wont  be  the  party  which  will  cut  the 
thread  holding  the  sword  of  Damocles  over  some  of  our  members, 
because  most  of  these  leases  expire  in  February  and,  while  demands 


have  been  made  in  most  cases  for  increases  for  the  ensuing  year, 
about  a  third  haven't  yet  received  these  requests,  and  tliere  is  a  strong 
likelihood  that  they  may  be  in  a  worse  position  within  the  next  week 
or  10  days  than  tliose  who  already  have  had  increases. 

Senator  Taft.  Do  your  members  report  profits  to  you  ? 

Mr.  SuTRO.  No;  they  do  not.  I  am  glad  you  asked  that.  Senator, 
because  it  so  happens  that  about  60  or  65  percent  of  our  members  are 
engaged  in  war  work  exclusively.  And  I  have  a  letter  from  a  con- 
tracting officer  which  I  received  several  days  ago  in  connection  with 
the  complaints  made  by  us  to  the  Quartermaster  apropos  of  this  situ- 
ation. They  do  not  report  profits  to  us,  but  we  have  a  fairly  good 
idea  of  what  they  make  or  can  make.  We  work  on  a  fixed  price. 
The  basis  of  operations  in  the  contracting  industry,  particularly  the 
men's  clothing,  is  incomparable  to  a  cost  plus.  Our  labor  fixed 
by  negotiations,  and  this  goes  back  approximately  15  or  20  years; 
and  on  that  labor  price  we  have  an  overhead  of  about  25  percent, 
and  a  change  of  a  fraction  of  a  percent  will  make  a  difference  between 
staying  in  business  or  getting  out.  In  two  cases — and  I  will  read  a 
letter  I  got  from  Capt.  Irvine  I.  Weitzenhoffer,  contracting  officer, 
addressed  to  our  contractors'  association,  dated  November  18,  which 
is  in  point : 

Reference  is  had  to  your  letters  of  November  8,  1944,  November  10,  1&4^^ 
and  November  16,  1944,  in  regard  to  possible  interference  with  production  under 
contraot  with  Frank  Marino,  subcontractor  for  Charles  Glanzreck  &  Co.,  andt 
with  Hoboken  Coat  Co.,  due  to  difficulties  which  the  subject  cinitractors  have 
with  their  landlords. 

In  connection  therewith,  we  regret  to  advise  you  that  it  is  not  within  the 
province  of  this  depot  to  intervene  in  matters  of  this  mature  and  that  this  depot 
has  no  authority  to  take  any  legal  action  in  such  maters. 

These  two  contractors  are  doing  only  Army  work,  and  this  was  iii 
connection  with  a  letter  that  was  sent  to  one  contractor  received, 
Frank  Marino,  dated  October  27.  I  won't  read  the  name  of  the 
attorney  who  sent  the  letter,  but  I  will  read  the  body  of  it : 

In  connection  with  your  tenancy  affecting  the  ground  floor  loft  at  premises  20 
Starr  Street,  Brooklyn,  wherein  I  wrote  to  you  on  October  16,  1944,  indicating^ 
a  demand  for  a  rental  of  $150  per  month  for  such  loft  from  December  1,  1944, 
you  are  now  advised  that  having  had  no  reply  from  you  in  answer  to  such  letter, 
the  owner  desires  now  to  rescind  such  letter  and  demands  that  you  remove  fronv 
vacate,  and  give  up  possession  thereof  not  later  than  November  20, 1944. 

You  are  further  advised  that  the  owner  has  already  signed  a  contract  for  the 
sale  of  these  premises  to  a  purchaser  who  will  make  use  and  occui>ation  thereof 
for  his  own  purposes. 

That  is  the  end  of  the  letter. 

I  made  an  investigation.  There  was  no  such  sale  but  this  was? 
merely  another  means  of  getting  a  higher  rental  through  a  new 
tenant. 

Senator  Taft.  What  I  avsked  for  is  whether  you  have  any  means  of 
knowing  whether  these  manufacturers  are  making  more  money  than 
they  made  2  years  ago,  whether  their  profits  have  increased  in  spite  of 
the  increase  in  rental. 

Mr.  SuTRo.  I  would  say  that  it  would  be  more  or  less  stable.  I  don'fc 
think  it  would  be  more.  I  wouldn't  say  it  was  less,  and  the  reason  I 
make  that  statement  is  because  the  ratio  has  not  changed,  and  we 
operate  under  a  price  ceiling.  The  price  ceiling  affects  all  contractors 
through  the  entire  country. 
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Senator  Taft.  This  tremendous  demand  for  space  seems  to  indicate 
that  the  volume  in  these  businesses  has  increased  very  largely.  Or- 
dinarily an  increase  in  volume  means  an  increase  in  profits.  Now,  it 
was  testified  here,  for  instance,  in  one  of  these  associations,  dress  manu- 
facturers, that  ordinarily,  in  ordinary  times,  there  was  a  mortality  of 
30  percent.  Now  apparently  there  has  been  no  such  mortality  recently, 
and  I  wondered  if  jDerhaps  the  war  condition  of  these  businesses  is 
much  more  profitable  than  when  these  rents  were  fixed  3  or  4  years 
ago. 

Mr.  SuTRO.  Well,  I  wouldn't  say  they  were  less  profitable,  Senator, 
but  I  would  say  that  in  the  past  2  or  3  months  I  have  Imd  two  cases 
where  there  was  no  space  available  anywhere  in  New  York  City, 
and  I  arranged  for  consohdation  of  two  of  these  firms  into  one  loft' 
and  when  I  walked  up  there  2  or  3  days  later  I  found  material  piled 
up  to  the  roof  in  the  offices  and  of  the  plant.  They  just  had  no  room  to 
put  the  material.  And  I  want  to  emphasize  just  that  one  point,  that 
the  situation  is  not  localized  in  New  York  City;  it  has  spread  to  the 
city  of  Newark.  We  have  two  cases  there  now  and  while  I  don't  want 
to  make  this  a  matter  of  record  I  think  it  is  amusing  that  in  one 
case  I  am  arranging  for  the  transfer  of  a  plant  in  New  York  City 
to  the  city  of  Newark.  And  it  isn't  because  space  was  avaliable;  it 
is  because  one  of  my  clients  wants  to  sell  and  dispose  of  the  prop- 
erty, and  he  is  making  a  handsome  profit  on  one  of  our  other  members. 
Of  course,  we  don't  want  to  encourage  that  situation,  with  all  due 
respect  to  the  Senator  from  New  Jersey.  We  want  to  keep  some  sort 
of  stability.  The  members  in  Jersey  deserve  our  protection  the  same 
as  the  members  in  New  York,  and  we  would  like  to  keep  them  just 
where  they  are  at. 

The  Chairman.  Any  other  questions  ?     Senator  ? 

Senator  Hawkes.  Mr.  Chairman,  I  would  like  to  know  if  you  can 
give  me  the  names  of  the  two  concerns  in  New  York  you  were  just 
referring  to. 

Mr.  SuTRo.  I  vrill  be  gkd  to  give  that  to  you  in  just  a  moment. 

Mr.  Halperin.  David  Marmelstein. 

Mr.  Chairman,  may  I  present  Mr.  David  Marmelstein,  of  the  United 
Better  Dress  Manufacturers  Association  of  New  York. 

The  Chairman.  I  believe  Mr.  Schwab  in  here  also  ? 

Mr.  Halperin.  Yes,  Mr.  Chairman ;  and  I  will  also  have  perhaps 
four  very  sh(>it  statements  by  iiioin';eis  of  industry  to  appear  after 
some  of  our  more  lengthy  presentations  this  afternoon. 

STATEMENT  OF  DAVID  MARMOLSTEIN,  REPRESENTING  UNITED 
BETTER  DRESS  MANUFACTURERS  ASSOCIATION,  NEW  YORK  CITY 
N.  Y. 

Mr.  Ma!  :molsteix.  My  name  is  David  Marmolstein.   I  represent  the 
United  Better  Dress  Manufacturers  Association.    This  association 
represents  about  50()  small  concerns,  employing  about  30,000  workers 
principally  located  in  the  city  of  New  York.  ' 

Senator  Taft.  What  kind  of  dresses  do  they  manufacture  and  gar- 
ments in  general  ? 

Mr.  Marmolstein.  Ladies,  men's,  and  misses'  dresses. 
Senator  Taft.  Will  you  give  me  the  name  of  that  organisation 
again  ?    Is  it  the  International  ? 


Mr.  Marmolstein.  No,  Senator  Taft ;  it  is  the  United  Better  Dress 
Manufacturers  Association. 

Senator  Taft.  It  is  the  United  Better  Dress  Manufacturers  Asso- 
ciation and  not  the  International? 

Mr.  Marmolstein.  That  is  correct.  In  other  words,  we  make  dresses 
at  wholesale  from  $6.75  up. 

Senator  Taft.  As  contrasted  with  what  ? 

Mr.  Marmolstein.  There  are  other  organizations  that  wholesale 
dresses  from  $6.75  down. 

The  Chairman.  You  have  about  500  firms  or  groups  in  your  organi- 
zation ? 

Mr.  Marmolstein.  About  500  small  firms.  They  do  not  sell  directly 
to  the  consumers.  They  produce  tlie  product  for  what  is  known  as  the 
jobber  or  the  manufacturer  in  the  industry. 

The  Chairman.  Continue  with  your  statement. 

Mr.  Marmolstein.  In  the  first  instance,  I  would  like  to  clarify  a 
situation  I  heard  discussed  here  that  deals  with  the  question  as  to 
whether  this  is  a  State  or  national  problem. 

Senator  Taft.  To  what  do  you  refer  ? 

Mr.  Marmolstein.  I  refer'  to  a  statement  made  previously,  or  I 
would  at  least  like  to  refer  to  my  statement,  or  the  evidence  that  was 
introduced  in  the  record  on  July  14,  at  the  hearing  conducted  by  the 
Senate  Small  Business  Committee,  the  substance  of  which  is  as 
follows : 

I  only  have  a  copy  in  my  possession.  I  am  sorry  I  failed  to  bring 
the  original  with  me.  This  is  a  letter  from  the  Governor  of  the  State 
of  New  York,  in  which  he  states,  when  his  attention  is  called  to  that 
situation  involving  our  problem — he  states  he  was  helpless  to  do  any- 
thing about  it,  and  he  referred  us  to  the  Office  of  Price  Admini.stration 
and  the  National  Legislature. 

I  therefore  refer  you  to  that  testimony  that  I  gave  before  that  com- 
mittee on  July  14. 

Senator  Taft.  Of  course,  why  isn't  there  power  in  the  State  of 
New  York  to  take  care  of  this  situation?  In  fact,  the  act  itself,  on 
the  subject  of  rents  provides  that  the  administrator  shall  make  recom- 
mendations and  then,  if  within  60  days  the  rents  have  not  been  sta- 
bilized or  reduced  by  State  or  local  legislation,  he  may  proceed  to 
Federal. 

The  Federal  law  recognizes  the  right  and  the  primary  duty  of  the 
State.  Of  course,  the  Governor  of  New  York  may  say  something  to 
you  about  the  power  that  is  actually  exercised  by  the  New  York  Legis- 
lature, but  legally  they  certainly  have  the  power  to  do  it,  and  they  have 
the  precedent  already  established  whereby  they  may  do  it.  As  to 
whether  we  have  the  power,  also,  I  do  not  mean  to  say  that  we  do  not 
have  it,  also,  because,  of  course,  we  do  in  wartime  as  part  of  inflation 
control. 

Mr.  Marmolstein.  If  I  may  be  permitted  to  say  so,  I  have  just  been 
handed  a  copy  of  the  letter.  And  I  would  like  to  read  those  two  let- 
ters, in  fact,  that  have  been  introduced  in  evidence. 

TJie  first  of  those  letters,  and  it  is  addressed  to  myself,  David  Mar- 
melstein, under  date  of  September  2, 1943,  and  reads : 

On  behalf  of  Governor  Dewey  I  acknowledge  your  telegram  of  August  31,  1943, 
concerning  the  pending  increase  of  rentals  for  contractors. 

I  regret  very  much  that  I  know  of  no  way  in  which  the  situation  of  your 
members  may  be  removed  by  the  governor.     Under  existing  laws  there  is  no 
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power  in  the  State  to  impose  regulations  or  controls  over  rentals  other  than 
Federal  regulations  now  existing  and  the  powers  under  the  regulations,    *    *    ♦. 

Senator  Taft.  Thai  is  from  the  Governor  of  New  York? 
Mr.  Marmolstein.  Yes,  Senator  Taft. 

I  know  the  governor  will  be  deeply  appreciative  of  your  interest  in  bringing 
this  matter  to  his  attention. 

Senator  Taft.  He  simply  says  there  was  no  New  York  legishition. 
He  does  not  say  that  New  York  may  not  pass  legislation.  That  is 
perfectly  true. 

Mr.  Marmoij^tein.  Senator  Taft,  the  questions  of  law  I  am  afraid 
are  over  my  head,  and  I  would  not  undertake  to  answer  them.  I  am 
not  an  attorney  by  profession  so  I  am  unable  to  say  as  to  what  the 
power  may  or  may  not  be,  except  I  want  to  call  your  attention  to 
Governor  Dewey's  statement  wherein  he  says  that  he  is  helpless  to  do 
anything  himself,  and  refers  us  to  the  place  he  feels  it  rightfully 
belongs^ — here. 

Senator  Taft.  I  think  he  was  under  a  misapprehension  as  to  the 
scope  of  this  law,  as  is  indicated  by  that  letter,  that  the  scope  of  this 
law  did  not  include  commercial  rents.  He  is  talking  about  existing 
legislation. 

Certainly,  that  letter  does  not  say  that  the  State  of  New  York  can- 
not pass  a  law. 

I  would  refer  to  my  colleague,  Senator  Wagner  from  New  York, 
for  confirmation  of  this  statement  that  New  York  did  pass  a  law  doing 
exactly  this  very  thing  after  the  First  World  War,  which  law  went 
to  the  Supreme  Court  of  the  United  States  on  the  question  of  its  con- 
stitutionality and  the  Supreme  Court  of  the  United  States  upheld 
Senator  Wagner,  then  Judge  Wagner.  So,  there  is  no  question  about 
the  legal  power  of  the  State  of  New  York  to  pass  such  a  law. 

I  do  not  think  Governor  Dewey  says  anything  different  from  that  in 
that  letter. 

Mr.  ^Iarmolsti<:in.  Mr.  Chairman.  I  have  a  memorandum  here 
which  indicates  that  250  of  our  members  have  had  serious  problems 
of  this  nature,  and,  although  I  know  time  will  not  permit  me  to  read 
it  in  full,  I  should  like  to  make  some  reference  to  it. 

The  (  hahcman.  You  can  put  that  in  the  record,  if  you  like. 

Mr.  ]Marmolstein.  It  is  not  ready  for  submission  at  this  time. 
There  a -e  certain  corrections  that  need  to  be  made  in  it  in  order  to 
make  it  complete.  I  would  like  to  have  permission  to  send  it  in  from 
l^ew  York  tonight,  if  I  may. 

The  Chairman.  That  may  be  done 

(The  above-mentioned  tabulation  is  as  follows :) 

Hepobt  i^Jubmittei)  by  David  Mabmolstein  on  Behalf  of  the  United  Betieb 

Dbess  Manufactubebs  Association,  Inc. 
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Address 

Rent  paid 

1941 

1942 

1943 

1944 

1945 

1 

143  West  20th  St 

$900.00 
2,200.00 
1,140.00 
1.080.00 
1.230.00 

$1,020.00 
2,340.00 
1,320.00 
1,300.00 
1,500.00 

$1. 400. 00 
2, 340. 00 
1,600.00 
1, 320. 00 
1,500.00 
1,020.00 

$1,400.00 
3,500.00 
1,600.00 
2, 100. 00 
2,000.00 
1,020.00 

$1,400.00 
3,600.00 
2,100.00 
2,100.00 
2,400.00 
1, 632. 00 

2 

150  West  22d  St 

3 

do 

4 

54  West  21st  St 

6 

do 

« 

16West22dSt... 

I 
I 


7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
61 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 


Address 


.--.do - - 

126  West  22d  St - - 

119  West  23d  St -- 

..-do - 

...do - 

146  West  24th  St - 

147  West  24th  St.... 

28  West  25th  St 

107  West  25th  St 

108  West  25th  St 

127  West  25th  St 

130  West  25th  St 

do -.- 

152  West  25th  St -'- 

do 

-..-do... 

do - - 

do.. 

127  West  26th  St.. 

do 

134  West  26th  St 

233  West  26th  St 

233  West  26th  St 

236  West  26th  St 

253  West  26th  St.. 

do 

do 

do 

do 

do 

do 

do 

do 

28  West  27th  St 

104  West  27th  St 

109  West  27th  St.. 

Ill  West  27th  St 

115  West  27th  St... 

122  West  27th  St.... 

do.. 

129  West  27th  St 


135  West  27th  St. 

144  West  27th  St.... 

153  West  27th  St 

208  West  27th  St 

245  West  27th  St 

do 

41  West  29th  St w 

116  West  29th  St 

115  West  30th  St 

140  West  30th  St.. 

13  West  31st  St 

25  West  31st  St 

253  West  35th  St 

264  West  35th  St 

335  West  35th  St 

do. 

do 


do 

do 

345  West  35th  St 

do 

do.... 

do — 

do 

do - 

370  West  35th  St 

do - - 

do 

do 

do 

29  West  36th  St. 

64  West  36th  St 

do.. 

225  West  36th  St... 

229  West  36th  St 

See  footnotes  at  end  of  table. 


Rent  paid 


1941 


$900.00 

1, 100. 00 

900.00 

660.00 

1,000.08 

1.200.00 

660.00 

2,200.00 

1,200.00 


1942 


2,500.00 
1,500.00 
1,500.00 
1,800.00 
1,700.00 
1,500.00 
1,250.00 
1,300.00 
2,000.00 
1,600.00 
1,860.00 
1,200.00 
1,350.00 
1, 452. 00 

1,  500.  04 
1, 310. 00 
1, 470. 00 
2,070.00 

2,  742. 00 
2,020.00 
1,  720. 00 
1,300.00 
1,810.00 
1, 450. 00 
2,400.00 
1,500.00 
1.500.00 
2,300.00 

840.00 
875.00 
1, 800. 00 
1, 800. 00 
1,200.00 
1.032.00 
900.00 
1,080.00 
1,  212. 00 
2, 100. 00 
1,900.00 


$1,080.00 
1,400.00 
1,200.00 

750.00 
1,200.00 
2.150.00 

780.00 
2,500.00 
1, 350. 00 


720.00 

900.00 

1, 262. 50 

'2,"600."00' 

840.00 

1,500.00 


1,500.00 
1,800.00 
1,500.00 


1, 624. 08 
1,500.00 
1, 350. 00 
1,400.00 
1, 333. 40 
1,700.00 
2,700.00 
1,500.00 
2,200.00 
2,000.00 
2,300.00 
3,300.00 
1,500.00 


2,800.00 
1,500.00 
1,650.00 
1,800.00 
2,000.00 
1, 550. 00 
1,500.00 
1,600.00 
2,000.00 
2,000.00 
1,980.00 
1,200.00 
1, 650. 00 
1, 452. 00 
1,500.04 
1,310.00 

1,  570. 00 
2,220.00 

2,  742. 00 
2.200.00 

1,  770. 00 
1. 300. 00 
1, 9.50. 00 
1.712.00 

2,  700. 00 
1,600.00 
1.600.00 
2,300.00 

912.00 
875.00 
1, 800. 00 
2, 100. 00 
1, 400. 00 
1, 196.  00 
900.00 
1,200.00 
1, 212. 00 
2,400.00 
2, 250. 00 


1943 


800.00 

900.00 

1.606.74 

2,' moo' 

900.00 
1,500.00 
1,500.00 
1, 620. 00 
1,800.00 
1,500.00 


1,784.04 
1,650.00 
1,485.00 
1,400.00 
2,533.28 
1,900.00 
2,700.00 
1, 591. 74 
2,200.00 
2,000.00 
2, 300. 00 
3,500.00 
1,800.00 
2,400.00 


$1,  200. 00 
1,400.00 
1,  700. 00 
790.00 
1,440.00 
2.900.00 
1,200.00 
2,500.00 
1, 350. 00 
1.800.00 
2,800.00 
1,600.00 
1, 650. 00 
2,000.00 
2,000.00 
1,  550. 00 
1,500.00 
1,750.00 
2.400.00 
2,000.00 
2,178.00 
1,260.00 
1, 860. 00 
1, 872. 00 
1,855.00 
1,  310. 00 

1,  570. 00 

2.  220. 00 
2, 942. 00 
2,200.00 
1,770.00 
1,400.00 
2,200.00 
1,812.00 
2,  700. 00 
1,900.00 
1,900.00 
2,300.00 

912.  00 

960.00 

2, 100. 00 

2.500.00 

1. 400. 00 

1,  212. 00 
960.00 

1,200.00 
1, 452.  00 

2.  700.  00 
2, 250. 00 


800.00 
1,200.00 
1. 615. 08 
2. 130. 00 
2,700.00 
1. 020. 00 
1. 620. 00 
1,750.00 
1, 620. 00 
2,200.00 
1,  770. 00 
2,000.00 
1,  784. 04 
1,650.00 
1,485.00 
1,540.00 
2, 829.  92 
1.900.00 
2,900.00 
1,600.00 
2,200.00 
2,000.00 
2, 300. 00 
3,500.00 
1,800.00 
2,730.00 


1944 


$1,200.00 
1,800.00 
1,  700. 00 
997.08 
1,700.04 
.S.  800. 00 
1,260.00 
3,000.00 
1,560.00 
1,800.00 
3, 100. 00 
1,800.00 
1, 890. 00 
2,400.00 
2,400.00 
1,706.00 
1, 700. 00 
1,750.00 
2,400.00 
2,500.00 
2, 395. 80 
1, 410. 00 
1,860.00 
1, 872. 00 
1, 855. 00 
1,430.00 
I,  770. 00 
2,500  00 
3, 642. 00 
2,800.00 
2, 100. 00 
1,  500. 00 
2,400.00 
2,012.00 
3,300.00 
2,200.00 
2,200.00 
2,700.00 
1, 104. 00 
1,080.00 
2, 100. 00 
2.500.00 
2, 100. 00 
1, 212. 00 
1,000.00 
1, 320. 00 
1,452.00 
2, 700. 00 
3,000.00 
1,500.00 
960.00 
1,440.00 
1,865.04 
2,130.00 
3,000.00 
1.600.00 
1,900.00 
1, 750. 00 
1,900.00 
2,200.00 
1, 770. 00 
2,200.00 
2, 049. 00 
1,900.00 
1,  700. 00 
1,  771. 00 
3, 096. 66 
2, 150. 00 
3, 300. 00 
1,900.00 
2,500.00 
2,600.00 
2, 700. 00 
3, 750. 00 
2,400.00 
3,230.00 


1945 


$1,200.00 
2,400.00 
1, 700. 00 
1,000.08 
1,700.04 
3.800.00 
1, 300. 00 
4,500.00 
1,560.00 
2.800.00 
3, 100. 00 
3.000.00 
3,340.00 
3,500.00 
3,500.00 

1,766.06 
1,750.00 
2.400.00 
2,500.00 
2,  395. 80 


2,000.00 
1,500.00 
2.000.00 
2,  700.  00 
4, 042. 00 
3,000.00 
2,250.00 
1.600.00 
2,400.00 


3,600.00 
3,000.00 
3,000.00 
2, 700. 00 


1,080.00 
3,000.00 


3.000.00 
1.  212. 00 
1.000.00 
1, 620. 00 


3, 700. 00 
3,000.00 


960.00 
1,440.00 
4,500.00 
2, 679. 96 
4,800.00 
1,600.00 
2,850.00 
3.000.00 
3,  250. 00 
2,800.00 
2, 024. 00 
2,530.00 
2. 049. 00 
2, 185. 00 
1, 955. 00 
2, 125. 00 
3,120.00 
2,400.00 
3.600.00 
2.100.00 
2, 700. 00 
2.600.00 
3,900.00 
5.250.00 
3,000.00 
13,230.00 
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83 

84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 
100 
101 
102 
103 
104 
105 
106 
107 
108 
109 
110 
111 
112 
113 
114 
115 
116 
117 
118 
119 
120 
121 
122 
123 
124 
125 
126 
127 
128 
129 
130 
131 
132 
133 
134 
135 
136 
137 
138 
139 
140 
141 
142 
143 
144 
145 
146 
147 
148 
149 
150 
151 
152 
153 
154 
155 
156 
167 
156 


Address 


241  West  36tli  St. 

do 

do 


242  West  36th  St. 
251  West  36th  St. 

-..do. 

do 

307  West  36th  St. 

do.. 

315  West  36th  St. 

do 

do 

do 

do 

do-... 

do 

do 

do 

do. 

do.... 

327  West  36th  St. 

do 

do 

do 

....do 

347  West  36th  St. 

do.... , 

do 

356  West  36th  St.. 

do 

....do 

361  West  36th  St.. 

—.do 

....do 

...-do 

....do 

101  West  37th  St.. 
306  West  37th  St.. 

.-..do 

....do 

....do 

320  West  37th  St.. 

....do 

.-..do 

-...do 

325  West  37th  St.. 

-.-do--.- 

336  West  37th  St.. 

....do 

.-.-do 

....do 

....do 


-do- 
-do. 
.do. 
.do- 
do. 


do 

102  West  38th  St. 

257  West  38th  St. 

263  West  38th  St. 

270  West  38th  St- 

do 

do - 

do 

—  do 

do — 

306  West  38th  St. 

....do 

...do 

307  West  38th  St. 
—.do 


-do. 
.do- 
-do. 
-do. 
-do- 


Rent  paid 


1941 


1942 


$2,500.00 


1,500.00 
2,000.00 
1,800.00 


1,400.00 


1,800.00 


1,800.00 
1,700.00 


$852.00 
2, 750. 00 


1,600.08 
2,200.00 
2,000.00 


1,540.00 
1,680.00 
1,800.00 


1,500.00 
2,000.00 
1,900.00 
1,700.04 


1,600.00 
1,900.00 
1,800.00 


1, 362. 00 
1, 320. 00 


1,800.00 
1,200.00 
1, 212. 00 
1, 400. 00 
2, 020. 00 
1,600.00 
1,350.00 


1,800.00 
1,800.00 
1,800.00 
1,500.00 
2,200.00 
1,900.00 
1,855.88 
2.400.00 
2, 100. 00 
2,050.00 
1,920.00 


1,600.00 


1,400.00 
1,900.00 
1,500.00 
1,900.00 
1,300.00 
1.200.00 
2, 600. 00 
2, 100. 00 
1,800.00 
1, 525. 00 
1,300.00 
2,200.00 
1,800.00 
1.512.00 
1, 650. 00 
1.  300. 00 


1, 392. 00 
1, 320. 00 
1,250.00 
1, 920. 00 
1,200.00 
1, 212. 00 
1,400.00 
2,020.00 
1,660.00 
1,380.00 
1,400.00 


1, 758. 70 
1, 300. 00 


4,200.00 


2,100.00 


1,660.00 
1,412.00 
1,400.00 
1, 450. 00 
2,100.00 
1,500.00 
2, 050. 00 
1,  300. 00 
1.200.00 
2,600.00 
2,200.00 
1, 800. 00 
1,600.00 
1,500.00 
2,200.00 
2,000.00 
1.642.00 
1,650.00 
1,4.50.00 


1, 312. 00 
1, 772. 04 
1, 300. 00 


1, 550. 00 

2,250.00 

2,200.00 

1,200.00 

2,068.08 

1,380.00 

1,600.00 

1, 700. 00 

1, 312.  08 

1,500.00 

1,500.00 

1.000.00 

2,000.00 


See  footnotes  at  end  of  table. 


4. 500. 00 
2,200.00 
2,300.00 
2,250.00 
1. 550. 00 
2.  300.  00 
2.200.00 
1,200.00 
2,208.08 
1, 380. 00 
1,  600.  00 

•  1,  350.  00 
1,312.08 
1,500.00 
1,500.00 
1,400.00 

2,100.00 


1943 


$1, 092. 00 
2. 950. 00 


1,600.08 
2,200.00 
2,000.00 


1,540.00 

1,950.00 

1,800.00 

2,274.00 

2,050.00 

1,900.00 

2,000.00 

1,600.00 

2,226.00 

1, 924. 00 

1, 895. 69 

2,500.00 

2,100.00 

2,050.00 

1,920.00 

2,400.00 

1, 392.  00 

1, 320. 00 

1,375.00 

1,920.00 

1,200.00 

1, 212. 00 

1,900.00 

2,020.00 

1,660.00 

1, 380. 00 

1,400.00 


1,660.00 
2,030.00 
1,400.00 
1, 450. 00 
2,300.00 
1,650.00 
2,050.00 
1, 600. 00 
1, 620.  00 
2.600.00 
2,600.00 
1,800.00 
1,800.00 
1,500.00 
2.400.00 
2,000.00 
1.650.00 
1, 750. 00 
1,450.00 
1, 650. 00 
2,200.00 
1,312.00 
1,862.00 
1,300.00 


5.000.00 

2,300.00 

2,300.00 

2.  250. 00 

1,5.50.00 

2,300.00 

2,200.00 

1,400.00 

2,208.08 

1,380.00 

1,600.00 

1,  700. 00 

1, 312.  OS 

1,500.00 

1,500.00 

1, 400. 00 

2,100.00 


1944 


$1, 092. 00 
2, 950. 00 
2,800.00- 
1,800.00 
2,600.00 
2,  700. 00 
2,  436. 00 
1, 650. 00 
2, 100.  00 
2, 100. 00 
2,  520.  00 
2, 050.  00 
2,000.00 
2,000.00 

1,  700. 00 
2,500.00 
2,200.00 
1,991.54 

2,  750.  00 
2, 400.  00 
2,500.00 
2,  400.  00 
2,  400.  00 
1,600.00 
1,500.00 
1, 412. 50 
2, 121. 00 
1, 320. 00 
1. 612. 08 
1,900.00 
2, 100. 00 
2. 260. 00 
1, 800. 00 
1,800.00 
2.200.00 
2,  200.  00 
2, 430. 00 
1,600.00 
1,576.00 
2,500.00 
1.800.00 
2,  500. 00 
1,600.00 
1, 620. 00 
3, 300. 00 
2,600.00 
2,  200. 00 
1,800.00 
1,800.00 
2,650.00 
2,200.00 
1. 850. 04 
1,900.00 
1,600.00 
1, 650. 00 
2,200.00 
1,  462. 00 
1,862.00 
1,600.00 
3,200.00 
7,000.00 
2. 500. 00 
2,300.00 
2,500.00 
1,  700.  00 
2,500.00 
2,500.00 
1,600.00 
2,668.08 
1,580.00 
1. 900. 00 
1, 700. 00 
1,512.00 
1,800.00 
2,000.00 
1,650.00 
2,600.00 


1945 


$1, 392. 00 
4,000.00 
2,800.00 
1,800.00 
3, 300. 00 
2,700.00 
3,000.00 
1,900.00 
2, 550. 00 
3, 030. 00 
4,300.00 
2,900.00 
2, 727. 00 
3,000.00 
2,  700. 00 
3,500.00 


1,991.54 
4,500.00 
3,435.00 
3,000.00 
2,700.00 
2,800.00 
1,800.00 
1, 700. 00 
1,600.00 
2, 323. 00 
1, 320. 00 
1,800.00 
2, 100. 00 
3,200.00 


2,360.00 

2, 340. 00 

2,200.00 

2, 700. 00 

3,125.00 

1,800.00 

1,800.00 

2,500.00 

2,000.00 

2.900.00 

1,900.00 

2,820.00 

4,000.00 

3,300.00 

3,600.00 

2,400.00 

2,280.00 

3, 100. 00 

2,640.00 

2, 300. 00 

2,300.00 

1,920.00 

2,040.00 

2, 760. 00 

1, 800. 00 

2. 090. 00 

2,200.00 

4,000.00 

10, 000. 00 

3,000.00 

3, 300. 00 

3, 000. 00 

2,000.00 

3,000.00 

3,000.00 


2,668.08 
1,  580. 00 
1,900.00 
1, 850.  00 
1,800.00 
2,200.00 
2,200.00 
2,000.00 
3,000.00 
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o 


160 
161 
162 
163 
164 
165 
166 
167 
168 
169 
170 
171 
172 
173 
174 
175 
176 
177 
178 
179 
180 
181 
182 
183 
184 
185 
186 
187 
188 
189 
190 
191 
192 
193 
194 
195 
196 
197 
198 
199 
200 
201 
202 
203 
204 
205 
206 
207 
208 
209 
210 
211 
212 
213 
214 
215 
216 
217 
218 
219 
220 
221 
222 
223 
224 
225 
226 
227 
228 
229 
230 
231 
232 
233 
234 
236 
236 
237 


Address 


307  West  38th  St. 
do 


do 

do.--- 

do 

do 

do 

do 

do 

323  West  38th  St. 
do... 


-do. 
.do. 
.do. 
.do. 
.do. 
-do. 
.do. 
.do. 
.do. 


330  West  38th  St. 

do 

do 

do 

do 

do 

do 

do- 

do 

do 

do 

do 

do 

do 

do 

do 

335  West  38th  St. 

do 

do 

do... - 

do- 


344  West  38th  St. 
23  West  39th  St.. 
105  West  39th  St. 
230  West  39th  St. 
234  West  39th  St. 
239  West  39th  St. 

do 

do.-.- 

do .- 

do 

244  West  39th  St. 
251  West  39th  St. 
257  West  39th  St. 

do 

do 

do.-- 

do 

do 

do 

do-.. 

do 

do 

260  West  39th  St. 

do 

do 

do 

-...do... 

270  West  39th  St- 

do 

.—do 

do...- 

...-do 

-—do — 

273  West  39th  St. 

do 

do 

do...- 


1941 


$1,700.00 


2,200.00 


100.00 
600.00 
200.00 
000.00 
080.00 
000.00 
500.00 
800.00 
833.33 
800.00 
400.00 
800.00 
700.00 
992.00 
080.00 


750.00 
400.00 
500.00 
882.00 
800.00 
409.00 
312.00 
415.00 
212.00 
700.00 
800.00 
849.00 


600.00 
512.50 
500.00 
100.00 
300.00 
100.00 
400.00 
800.00 
150.00 
308.00 
200.00 
700.00 
880.00 
424.00 


800.00 
060.00 


2. 
1, 
2, 
3, 
1, 
2, 
1, 
1, 
4, 
2, 


533.00 
650.00 
200.00 
000.00 
600.00 
700.00 
800.00 
300.00 
200.00 
500.00 


1. 
2, 
2, 
2, 
2, 
1. 
1, 
2, 
3, 
2, 


212.00 
420.00 
125.00 
300.00 
318. 04 
812.00 
200.00 
121.00 
600.00 
000.00 


974.00 
950.66" 


Rent  paid 


1942 


$1 


800.00 
200.00 
450.00 
400.00 


100.00 
800.00 
200.00 
100.00 
080.00 
000.00 
620.00 
920.00 
000.00 
980.00 
400.00 
800.00 
700.00 
992.00 
080.00 


900.00 
400.00 
500.00 
882.00 
965.00 
509.00 
412.00 
415.00 
332.00 
850.00 
950.00 
900.00 
350.00 
800.00 
512.50 
500.00 
100.00 
300.00 
100.00 
500.00 
900.00 
150.00 
512.00 
200.00 
700.00 
980.00 
600.00 
300.00 
200.00 
320.00 
800.00 
633.00 
650.00 
400.00 
000.00 
750.00 
700.00 
000.00 
500.00 
200.00 
600.00 
600.00 


424.00 
420.00 
300.00 
350.00 
318. 04 
812.00 
500.00 
121.00 
800.00 
200.00 


150.04 
000.00 
250.00 


1943 


$1 
2, 
1 


1 


800.00 
200.00 
450.00 
700.00 
780.00 
100.00 
800.00 
200.00 
200.00 
320.00 
000.00 
620.00 
100.00 
000.00 
980.00 
620.00 
800.00 
200.00 
992.00 
440.00 
900.00 
100.00 
400.00 
600.00 
012.00 
965.00 
509.00 
412.00 
515.00 
332.00 
850.00 
950.00 
900.00 
450.00 
100.00 
512.50 
500.00 
100.00 
300.00 
100.00 
500.00 
000.00 
150.00 
512.00 
200.00 
800.00 
980.00 
600.00 
350.00 
200.00 
350.00 
800.00 
633.00 
900.00 
400.00 
500.00 
750.00 
700.00 
400.00 
500.00 
600.00 
600.00 
800.00 


424.00 
420.00 
350.00 
450.00 
318.04 
812.00 
812.00 
121.00 
800.00 
200.00 
100.00 
150.04 
000.00 
250.00 


1944 


$2, 300. 00 
3,000.00 
1, 800. 00 
3,600.00 
960.00 
1.300.00 
2, 300. 00 
3,200.00 
2,950.00 
1,320.00 
2,400.00 
1,800.00 
2, 100. 00 
2,400.00 
2,400.00 
1,620.00 
2,400.00 
3,200.00 
2, 280. 00 
1,440.00 
2,300.00 
2, 100. 00 
1,600.00 
2,900.00 
2,000.00 
2, 267. 00 
1, 709. 00 
1,612.00 
1, 765. 00 
1, 572. 00 
2, 150. 00 
2,300.00 
1,089.00 
1, 700. 00 
2, 100. 00 
1,900.00 
2,250.00 
3,230.00 
1, 950. 00 
3, 100. 00 
2. 300. 00 
2, 496. 00 
2,  250.  00 
1, 992. 04 
2,  .500. 00 
2, 100. 00 
1, 980. 00 
2,600.00 
1, 620. 00 
3,200.00 
1, 700. 00 
2,500.00 
3,200.00 
1,900.00 
2,  750. 00 
4,500.00 
2, 100. 00 
3,200.00 
2, 700. 00 
1, 700. 00 
2,600.00 
3,200.00 
2, 100. 00 
2,600.00 
1,600.00 
2, 750. 00 
2,  700. 00 
2, 750. 00 
2,668.08 
2, 012. 00 
2, 172. 00 
2, 520. 96 
4,500.00 
2,550.00 
2,300.00 
3,048.00 
3,040.00 
3,000.00 


1945 


$2,600.00 
3,200.00 
2, 300.  00 
3,600.00 
1, 100. 00 
1,600.00 
2,650.00 
3,200.00 
3,600.00 
1,500.00 
2.  520. 00 
1,920.00 
2,280.00 
2, 700. 00 
2,  700. 00 
1, 620. 00 
3,000.00 
3,200.00 
2, 400.  00 
1,500.00 
2,900.00 
2, 700. 00 
2,000.00 
3,600.00 
2,500.00 
3,000.00 
2, 159.  00 
2, 012. 00 
2,  215. 00 
1, 962. 00 
2.  700. 00 
2.900.00 
1, 359. 00 
2,300.00 
2, 800. 00 
2,600.00 
2, 800.  00 
4,030.00 
2,500.00 
4,200.00 
2.800.00 
2, 696. 00 
2,  750. 00 


2,900.00 
2,600.00 
2,500.00 
3,600.00 
1,900.00 
4,400.00 
2,100.00 

4.000.00 
1,900.00 
3,  250.  00 
4,590.00 
2,500.00 
4,000.00 
2, 700. 00 

2,600.00 
4,500.00 
3,000.00 
3, 100. 00 
1,900.00 
3,300.00 
3. 168. 00 
2, 750. 00 
3, 840. 00 
3, 212. 00 
3, 024. 00 
4, 300. 00 
6, 300.  00 
3,960.00 
3,  400.  00 
3,  448. 00 
3.400.00 
3,400.00 


See  footnotes  at  end  of  table. 
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238 

239 

240 

241 

242 

243 

244 

245 

246 

247 

248 

249 

250 

251 

252 

253 

254 

255 

256 

257 

258 

259 

260 

261 

262 

263 

264 

265 

266 

267 

268 


270 
271 
272 
273 
274 
275 
276 
277 
278 
279 
280 
281 
282 
283 
284 
285 
286 
287 
288 
289 
290 
291 
292 
293 
294 
295 
296 
297 
298 
299 
300 
301 
302 
303 
304 
305 
306 
307 
306 
309 
310 
311 
312 
313 
314 
315 


Address 


Rent  paid 


1941 


275  West  39th  St. 
315  West  39th  St. 

do 

do 

do 


do. 
do- 
do. 


do.,.„.,. — 

do 

323  West  39th  St. 

do  -. 

do 

...do 

do.... 


.do. 
.do. 


327  West  39th  St. 
329  West  39th  St. 
333  West  39th  St- 
do- 


do 

do 

do 

do 

do 

do 

340  West  39th  St.<. 

do 

do. 

....do-.. 


347  West  39th  St. 

do 

do 

do.. 

do-- 


do 

215  West  40th  St. 
250  West  40th  St- 
do» 

264  West  40th  St- 

do  .- 

do... 

do 

do 

265  West  40th  St. 
do.. 


----do..-. 

-.--do. 

126  West  46th  St. 
130  West  46th  St. 
1  West  47th  St.. - 

866  6th  Ave 

do-  - 

868  6th  Ave 

do 

282  7th  Ave 

491  7th  Ave 

462  7th  Ave 

498  7th  Ave.* 

322  8th  Ave 

545  8th  Ave 

do- 

do -. 

do 

-.-.do 

555  8th  Ave- 

553  8th  Ave 

---.do 


do 

535  8th  Ave- 
do 


do 

do 

575  8th  Ave. 

do-. 

do 

do 


$1,900.00 
1,800.00 
1,200.00 
3,000.00 
1,800.00 
1,300.00 
1, 918. 08 


1942 


1, 700. 00 
1. 818. 00 
1,  740. 00 
1,500.00 
1, 612. 00 
1.809.00 
1,650.00 


800.00 
500.00 


1.620.00 


1, 
1, 
1, 
2, 
1. 

1, 
1. 
1. 
2, 
1, 

1, 
1. 

1. 
1. 
1, 
1, 

1. 
2, 
2, 
2, 


449.96 
620.00 
400.00 
000.00 
400.00 

020.00 
000.00 
800.00 
112.00 
600.00 
700.00 
660.00 
800.00 
700.00 
500.00 
800.00 

632.00 
150.00 
700.00 
100.00 


800.00 
700.00 
200.00 
500.00 
500.00 
800.00 
000.00 
400.00 
300.00 
400.00 


$2,000.00 
2,000.00 
1,200.00 
3,000.00 
2,000.00 
1,400.00 
2,130.00 


1, 800.  00 
2, 018. 00 
1, 740.  00 
1,500.00 
1, 512. 00 
1,809.00 
1,850.00 


1,800.00 


1. 
1, 
2, 
1, 
1, 


820.04 
700.04 
000.00 
876.80 
816.80 


2, 
2, 
2, 
2, 


100.00 
200.00 
400.00 
200.00 


1, 
2, 
1, 
3, 
2, 
2, 


600.00 
400.00 
600.00 
400.00 
200.00 
400.00 


1,800.00 
1, 620. 00 
1,400.00 
2,040.00 
1,620.00 
1, 449. 96 
1.620.00 
1, 436. 67 
2,000.00 
1, 860. 00 

1, 100. 00 
1. 100. 00 
2, 124. 00 
2,112.00 
1,600.00 
1,800.00 
1.660.00 
1. 800.  00 
1,  700. 00 
1, 650. 00 
1, 800. 00 

1, 712. 04 
2, 150. 00 
2, 800. 00 
2, 100. 00 


1, 920. 00 
1,860.00 
1,360.00 
1,800.00 
1,500.00 
2,000.00 
1,000.00 
1,400.00 
1,400.00 
1, 400.  UO 
1,500.00 
1,980.00 


1,985.04 
1, 716. 84 
2,400.00 
2,016.84 
1,865.64 
3, 524. 04 
1, 450. 00 
2,250.00 
2,400.00 
2,400.00 
2,300.00 


1, 700. 00 
2,600.00 
1, 750. 00 
3,600.00 
2,400.00 
2,500.00 


1948 


$2, 000. 00 
2,  300.  00 
1,380.00 
3,200.00 
2,000.00 
1,400.00 
2. 130. 00 


2,200.00 

2,  100.  00 
2, 018.  00 
1, 890.  00 
1,815.00 
1, 812. 00 
1, 809. 00 
1,850.00 


2,000.00 

2,400.00 

1,  680.  00 
2. 040. 00 
1,620.00 
1.500.00 

2,  280. 00 
2.  327.  50 
2,000.00 
2.220.00 

1, 100. 00 
1.200.00 
2. 124. 00 
2.208.00 
1,600.00 
1,850.00 
1,660.00 
1.  800.  00 
1.  700.  00 
1.650.00 
1, 800.  00 

1, 712. 04 
2. 150. 00 
2, 800. 00 
2, 100.  UO 
1,200.00 
1. 920.  00 
1, 860. 00 
1,360.00 
2, 300. 00 
1.740.00 
2,200.00 
1, 100. 00 
1.  COO.  00 
1,500.00 
1,600.00 
1,500.00 
1,980.00 
2, 700. 00 
2,400.00 


2.009.04 
1, 716. 04 
2, 418. 00 
2,016.84 
1,866.84 
3, 612. 67 
1,450.00 
2,  250. 00 
2,400.00 
2,400.00 
2,300.00 
1,400.00 
1,  700. 00 
3, 300. 00 
2,400.00 
4,000.00 
2.600.00 
2,700.00 


1944 


$3,000.00 
2,600.00 
1,500.00 
3,600.00 
2,300.00 
1.4.50.00 
2.  418. 00 
2.300.00 
2,200.00 
2,400.00 
2.  418. 00 
2,250.00 
1, 81.5. 00 
1,812.00 
2.209.00 
2.220.00 
2. 418. 00 
2. 400. 00 
2,  580. 00 
2.000.00 
2,400.00 
2, 100. 00 
1,980.00 
2, 280. 00 
3,000.00 
2, 400. 00 
2,220.00 

1,220.00 
1, 320. 00 
2, 400. 00 
2, 612. 04 
2,000.00 
1. 850. 00 
1.900.00 
2. 100  00 
2,000.00 
1,900.00 
2,200.00 

2,052.00 
2.580.00 
3, 396. 00 
2, 520. 00 
1, 320. 00 
2,400.00 
2. 300. 00 
1,660.00 
2,800.00 
2,500.00 
2,200.00 
1,200.00 
1,  700. 00 
1, 700. 00 
1,800.00 
1,800.00 
2,400.00 
3,000.00 
3,400.00 


2.200.00 
2,000.00 
2,418.00 
2,416.80 
2, 216. 88 
4, 174. 08 
1.650.00 
2, 800. 00 
3,000.00 
3,000.00 
2,875.00 
2,300.00 
2,000.00 
3,300.00 
2.400.00 
4,000.00 
3,150.00 
3,500.00 


1945 


$3,400.00 
2,900.00 
1, 800.  00 
4.200.00 
2,  300.  00 

1.  700. 00 

2,  418. 00 
2,600.00 
2,500.00 

2,  700.  00 
3, 143.  40 
2, 850.  00 
2, 360. 00 
2, 350. 00 
2. 761. 00 
2. 920. 00 

3,  012.  00 
3,000.000 

»  «  2. 580. 00 
2,0000.0 
2. 880. 00 
2, 820. 00 
2,  580. 00 
2, 750. 00 
3,450.00 
3.000.00 
2,220.00 

1,600.00 
1, 800. 00 
2,400.00 
2, 676. 70 
3,000.00 
2.500.00 
2,300.00 
2.500.00 
2,500.00 
2,100.00 
4,000.00 

2,500.00 
3,200.00 
4,200.00 
3, 2f  0. 00 
1, 800. 00 
2,900.00 
2.800.00 
2,040.00 
3,200.00 

»•  2. 500. 00 
3,000.00 

"1,200.00 
2,000.00 
2,000.00 
1,800.00 
2,019.00 
2,400.00 
3,600.00 
5.000.00 


2,400.00 
2,300.00 
2, 750. 00 
2, 768. 80 
2,  700. 00 
4,174.08 
1, 850. 00 
3,220.00 
3,450.00 
3,450.00 
3,300.00 
2, 700. 00 
2.500.00 
4.000.00 
3, 100. 00 
6,500.00 
3,150.00 
4,500.00 


o 

o 
O 


316 
817 
318 
319 
320 
321 
322 
323 
324 
325 
326 
327 
328 
329 
330 
331 
332 
333 
334 
335 
336 
337 
338 
339 
340 
341 
342 
343 
344 
345 
346 
347 
348 
349 
3.50 
351 
352 


Address 


575  8th  Ave. 

do 

..---do- 


do 

do 

do 

-.571  8th  Ave 
do 


580  8th  Ave 

do 

do 


do. - 

589  8th  Ave - 

do --. 

do - 

do 

do 

do 

do.-.- 

do 

do -^ 

..-..do 

1371  Broadway- 

2705  Webster  Ave.  Bx 

3802  Park  Ave 

744  East  180th  St 

2267  Hughes  Ave.,  Bronx-. . 
592  East  183d  St..  Bronx.... 

159  East  86th  St 

882DeKalb  Ave 

14.52  6th  St.,  Brooklyn  ' 

177  Concord  St.,  Brooklyn.. 

655  5th  Ave.,  Brooklyn 

1521  70th  St.,  Brooklyn 

11  Sterling  Place,  Brooklyn, 

60-16  56th  St.,  Brooklyn 

522  47th  Road 


Rent  paid 


1941 


$2. 
2, 
1, 
2, 
1, 
1, 
2, 
1, 
2, 


200.00 
900.00 
500.00 
250.00 
800.00 
800.00 
100.00 
402.44 
300.00 


2, 
3, 
2. 
2, 
2, 
3, 
1, 
1. 
3, 
.^. 
3, 
1, 


220.00 
200.00 
400.00 
500.00 
700.00 
000.00 
550.00 
650.00 
300.00 
200.00 
200.00 
650.00 
900.00 


1942 


$2, 460. 00 
2,900.00 

1,  600. 00 

2,  250. 00 
1,800.00 
1,800.00 
2. 100. 00 
1, 570.  44 
2,300.00 


840.00 
2,  300.  00 
3,200.00 
2, 400.  00 
2,  500. 00 
2, 700. 00 
3, 300. 00 


900.00 
780.00 


000.00 
080.00 


1, 


800.00 
900.00 
900.00 
870.00 
780.00 
900.00 


1, 650. 00 
3, 300. 00 

3, 600.  on 

3,  200.  00 

1,650.00 

900.00 


900.00 
780.00 


1,000.00 
1,080.00 


1,800.00 
900.00 
900.00 

1, 150. 00 
780.00 

1,080.00 


1943 


$2,450.00 
2, 900. 00 
1,600.00 
2, 250. 00 
1,800.00 
1.800.00 
2. 2.50. 00 
1,  570.  44 
2,300.00 


900.00 
2,300.00 
3.  200. 00 
3, 000. 00 
3,000.00 
3, 500. 00 
3, 600. 00 
2,000.00 
1, 650. 00 
4, 000. 0!) 
3. 600. 00 
3, 200. 0<) 
1, 650. 00 

900.00 


1944 


$3, 150. 00 
3,900.00 
2. 150. 00 
2,900.00 
1,800.00 
2,400.00 
3.  .300.  00 
2.  224.  08 
3,000.00 
3,000.00 
1,200  00 
3,000.00 
4,000.00 
3, 000. 00 
3,000.00 
4,000.00 
4,000.00 
2,000.00 
2, 100. 00 
4,000.00 
4. 000.  00 
4, 000. 00 
1,650.00 
900.00 


900.00 
780.00 


1,000.00 
1,410.00 


1,800.00 
900.00 

1, 020. 00 

1,250.00 
780.00 

1,080.00 


900.00 

780.00 

660.00 

1,000.00 

1,500.00 


2,100.00 
900  00 

1,200.00 

1,200.00 
780.  m 

1, 080. 00 


1945 


$3,800.09 
6,000.00 
3,250  00 
3, 700.  OQ 
2,250.00 
3.600.00 
4,300.00 

"4,600.60 
3,900.00 
1. 700. 00 
4,000.00 
4,500.00 
3,500.00 
3,500.00 
4,000.00 
4,500.00 
2,300.00 
2,350.00 
4,000.00 
4,500.00 
4,500.00 
1,650.00 


1,080.00 

900.00 

9f0.00 

660.00 

1.000.00 

1,500.00 


2, 100. 00 
900.00 

1,200.00 

1,200.00 
780.00 

1,080.00 


1  $1,000  bonus. 

» Smaller  loft. 

'  Lost  lease. 

»  »  July  1945. 

*  Has  lease  until  February  1946,  new  tenant. 


»  Has  lease  until  1947  at  $3,000. 

S'.Aug.  1915. 

"May  1945. 

•  Jobbers'  premises. 

^  Own  buildings. 


Mr.  Marmolstein.  I  will  not  dwell  on  it  beyond  that,  except  that 
I  would  like  to  read  some  of  the  cases  with  regard  to  the  situation 
as  it  exists  in  a  general  way.  I  might  say  that  wherever  I  refer 
to  one  building  having  raised  rents,  it  applies  to  a  great  many  of  the 
other  occupants  of  the  building,  and  to  a  great  many  of  the  other 
buildings,  and  it  is  just  not  an  isolated  instance. 

I  will  refer  to  several  of  those,  among  which  we  find  a  situation  at 
126  West  Twenty-sixth  Street,  a  tenant  in  that  building  in  1941  paid 
a  rental  of  $1,100.  In  1943  his  rent  was  increased  to  $1,400.  He  got 
the  same  rental  in  1944,  which  was  $1,400.  However,  in  1944  his  rental 
went  up  to  $1,800.  Now,  his  rental  has  gone  up  to  $2,400.  That  is  a. 
jump  from  $1,100  to  $2,400. 

At  28  West  Twenty-fifth  Street,  in  1941,  we  have  a  tenant  whose 
rental  was  $2,200.  lii  1942  and  1943  his  rental  was  $2,500.  In  1944 
it  was  $3,000.    In  1945  his  rental  will  be  $4,500. 

Another  tenant,  109  West  Twenty-seventh  Street,  in  1941  his  rental 
was  $1,500.  In  1942  his  rental  was  $1,600.  In  1943  his  rental  was 
$1,900.  In  1944  his  rental  was  $2,200.  In  1945  his  rental  will  be 
$3,000. 


See  footnotes  at  end  of  table. 
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Senator  Taft.  Has  there  been  a  constant  and  certain  rise  per  square 
foot  of  space  ? 

Mr.  Marmolstein.  You  mean  per  square  foot  of  space  occupied  by 
the  tenant  ? 

Senator  Tapt.  Yes.     Has  there  been  any  such  thing  as  that? 

Mr.  Marmolstein.  No,  Senator.  The  unfortunate  part  about  the 
entire  situation  is,  and  I  am  prepared  to  give  you  the  information  in 
detail,  that  in  some  of  the  buildings,  as  fast  as'the  ownership  changes 
hands  from  one  owner  to  another,  there  is  a  greater  increase  in  rent, 
and  the  rent  is  increased  substantially  in  each  instance. 

Senator  Taft.  I  wanted  to  get  your  point  of  view  as  to  whether 
there  was  a  basis  of  so  much  ]>er  square  foot. 

Mr.  Marmolstein.  There  is  no  basis  per  square  foot. 

Senator  Taff.  No  arrangement  has  been  made  as  to  the  basis  per 
square  foot? 

Mr.  Marmolstein.  No,  Senator.    Nothing  like  that  has  been  done. 

Senator  Tapi.  Then  you  cannot  make  a  statement  saying  that  the 
rentals  have  been  increased  from  30  cents  per  square  foot  up  to 

Mr.  Marmolstein  (interposing).  No,  Senator  Taft;  if  I  may  inter- 
rupt.    You  cannot.  . 

Senator  Taft.  Up  to,  say,  60  cents  per  square  foot? 

Mr.  Marmolstein.  No;  you  cannot  do  that.  There  is  no  such  ar- 
rangement as  that. 

Senator  Taft.  Wliy  do  you  say  that  ? 

Mr.  Marmolstein.  Because  comparable  space  in  a  comparable  build- 
ing in  a  comparable  area,  in  some  instances  you  will  find  one  price  and 
in  the  very  next  building  to  it  you  will  find  another  price.  Specifically, 
I  can  give  you  this  information.  Two  buildings  that,  practically,  I 
consider  (luite  similar,  except  that  (me  is  a  little  larger  than  the  other, 
but  as  far  as  the  tyj^e  of  building,  the  type  of  sei-vice,  modern  type  of 
building  and  so  forth,  the  two  buildings,  as  far  as  I  can  see,  are 
similar,  to  all  practical  intents  and  purposes.  I  can  give  you  the 
exact  address.  One  is  270  West  Thirty-ninth  Street.  There  is  a 
situation  there  where  the  tenant,  in  1941— and  I  would  like  to  i)ause 
right  there  to  say  that  I  would  like  to  read  all  of  these  cdses  of  the 
tenants  in  the  building  because  they  are  not  given  the  same  or  a  similar 
rental  arrangement. 

In  other  words,  it  dei^ends  u])on  how  strong  or  how  w^eak  a  tenant 
may  be  when  the  landlord  comes  in  to  approach  him  for  a  lease. 

I  can  go  through  several  cases  rather  quickly. 

In  one  case  the  tenant  was  Jiaying  $1,818  in  1941.  Similar  rent 
existed  up  until  1943.  In  1944  his  rent  went  up  to  $2,668.  In  1945  his 
rent  will  be  $3,840. 

Another  tenant  in  the  same  building,  occupying  a  comparable  and 
similiar  unit,  although  probably  a  little  smaller,  was  paying  $1,812 
in  1941,  and  in  1942  and  1943  his  rent  remained  the  same. 

It  might  be  interesting  for  you  to  note  that  the  East  River  Savings 
Bank  had  that  property  in  1941  up  to  1943  and  in  1943  the  building 
changed  hands,  and  the  rent  went  up  from  $1,812  to  the  figure  of  $2,012. 

In  1943,  the  building  again  changed  hands— the  rental  now  is  $3,212. 
The  Chairman.  Speculators  took  possession  of  the  building  then; 
is  that  correct  ? 
Mr.  Marmolstein.  Exactly. 
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In  that  same  building,  again,  the  rental  on  another  space  w\as  $1,200 
in  1941.  In  1942  it  was  $1,500.  In  1943  it  was  $1,812.  In  1944  the  rental 
went  to  $2,182,  and  in  1945  the  rental  went  to  $3,024. 

In  the  same  building  again,  one  of  the  tenants  had  a  rental  in  1941 
of  $2,121. 

The  Chairman.  This  building  changed  hands  in  1942? 

Mr.  Marmolstein.  In  1942.  The  East  Kiver  Savings  Bank  had 
the  building.    They  sold  it  in  1943. 

This  rental  in  1941  on  this  particular  unit  was  $2,121.  The  same 
rental  prevailed  in  1942  and  1943.  In  1944  the  rental  was  $2,520.  In 
1945  the  rental  was  $4,300. 

Another  situation  in  the  same  building 

The  Chairman  (interposing).  You  do  not  know  whether  it  was  the 
same  tenant  in  each  of  these  years  ? 

Mr.  Marmolstein.  I  do  know  that,  Mr.  Chairman.  It  was  the  same 
tenant.  I  might  say  that  if  it  was  not  the  same  tenant  I  would  not 
have  any  records  of  the  previous  year. 

The  Chairman.  Proceed. 

Mr.  Marmolstein.  In  the  same  building,  the  situation  of  another 
tenant  was  this.  He  paid  a  rental  of  $3,600  in  1941.  He  paid  a  rental 
of  $3,800  in  1942  and  also  in  1943.  He  paid  a  rental  of  $4,500  in  1944^ 
He  will  pay  a  rental  of  $6,300  in  1945. 

Another  situation  in  that  same  building,  a  tenant  paid  $2,000  rental 
in  1941.  He  paid  $2,200  in  1942,  and  also  in  1943.  He  paid  $2,550  in 
1944,  and  in  1945  he  will  pay  a  rental  of  $3,960. 

I  would  like  to  say  that  if  you  go  to  a  building  directly  across  the 
street,  the  same  type  of  building,  also  owned  for  some  time  by  an 
estate,  operated  on  behalf  of  a  group  of  charity  organizations  to  whom 
this  building  was  left  by  the  estate,  and  the  charity  organizations  sold 
out  in  1943. 

At  that  time  a  tenant  who  had  been  paying  approximately  $1,900  or 
$2,000  per  floor,  the  arrangement  is  such  that  one  tenant  occupies  a 
floor,  and  the  rental  now  has  increased  to  anywhere  from  $3,400  to 
$3,450  per  tenant  in  that  building. ' 

The  Chairman.  Who  owns  that  building  now  ?    Do  you  know  ? 

Mr.  Marmolstein.  I  could  get  you  the  name  of  the  individual. 

The  Chairman.  I  am  not  inquiring  as  to  the  particular  individual, 
but  whether  or  not  it  was  an  individual  or  a  corporation  or  a  group 
that  bought  it. 

Mr.  Marmolstein.  An  individual  bought  it. 

The  Chairman.  And  up  went  the  rents? 

Mr.  Marmolstein.  Up  went  the  rents.    That  is  exactly  it. 

Gentlemen,  if  I  could  take  the  tinae,  I  could  give  you  a  great  many 
of  these,  but  I  would  like  to  submit  this  document  later  on  for  in- 
clusion in  the  record. 

The  Chairman.  You  intend  to  submit  that  for  inclusion  in  the 
record  at  a  later  time  ? 

Mr.  Marmolstein.  I  will  forward  that  for  inclusion  in  the  record, 
if  I  may  be  allowed  to  do  so. 

Senator  Taft.  Have  you  any  figures  on  the  profits  of  your  member* 
as  to  whether  they  have  relatively  increased  in  the  past  few  years? 

Mr.  Marmolstein.  Kelatively;  I  do  not  have  a  record  of  those 
profits. 

Senator  Taft.  They  do  not  report  profits  ? 


74 


RENT  CONTROL  FOR  BUSINESS  ACCOMMODATIONS 


RENT  CONTROL  FOR  BUSINESS  ACCOMMODATIONS 


75 


Mr.  Marmolstein.  They  do  not  report  profits  to  us,  but  I  have, 
since  our  business  is  the  type  of  business  where  we  do  not  sell  our  com- 
modity directly  to  the  consumer,  and  we  have  also  all  sorts  of  control 
systems  because  of  industry  regulations  placed  upon  us,  by  virtue  of 
labor  contracts,  a  i)retty  fair  idea  as  to  what  our  own  people  are 
doing  and  how  our  own  people  are  faring  in  their  business.  And 
the  situation  is  as  follows,  to  the  best  of  my  knowledge :  That  our  mem- 
bership paid  about  3  percent  of  their  annual  volume  in  rent  up  to  1943. 

In  1943,  on  an  average,  we  had  an  increase  of  about  one-half  of  1  per- 
cent of  their  rentals.  Now,  on  a  base  over  previous  years  of  3  percent 
we  have  had,  on  an  average,  an  increase  to  4^4  or  possibly  5  percent 
for  rent  on  our  annual  volume.  Perhaps  I  did  not  state  that  quite  as 
clearly  as  I  might ;  there  has  been,  based  on  a  perevious  average  about 
3  percent  of  the  annual  volume  being  paid  out  in  rent,  they  have  had 
an  inciease  of  about  ll^  to  2  percent  additional  rent  applied  to  their 
annual  volume. 

We  Jiave  had  an  increase  in  vohune  of  approximately  25  to  30  percent. 

Senator  Taft.  What  can  you  tell  me  about  their  profits?  What  are 
they  doing  in  the  way  of  profits  ? 

Mr.  Malmolstein.  In  the  way  of  profits,  I  would  not  have  any  way 
of  knowing  what  would  be  reflected  except  on  the  basis  of  tlieir  in- 
creased volume,  and  I  do  not  believe  there  would  be  any  profit  that 
would  be  reflected  otherwise,  because  ours  is  a  fixed  return.  The  fixed 
return  is  on  that  has  existed  ever  since  N.  R.  A.  times  in  1933. 

In  other  words,  we  get  an  alloAvance  over  our  cost,  our  labor  cost, 
for  service  and  profits  to  ourselves.  That  was  fixed  in  the  days  of 
N.  R.  A-,  in  1933,  and  has  never  been  modified  to  this  very  time. 

In  addition  to  that,  we  have  had  to  absorb  various  increases  in  com- 
modities that  we  have  to  purchase.  We  have  been  required  to  operate 
our  factories  at  increased  costs  of  one  kind  or  another.  We  have  had 
to  absorb  increases  in  labor  and  we  have  not  been  able  to  pass  it  on. 

So,  while  you  might  take  it  that  the  proportionate  return  has  kept 
pace  with  the  proportionate  volume,  yet  you  must  discount  a  certain 
amount  of  that  as  being  profit  due  to  the  fact  that  we  have  liad  to 
absorb  the  higlier  costs  of  t-ei-tain  items  which  we  have  to  purchase  in 
our  business,  and  other  things  which  go  to  cut  down  the  possible  profit 
that  we  might  make. 

The  Chairman.  And  rental,  of  course. 

Mr.  Marmolstein.  And  rental,  of  course. 

The  Chairman.  N.  R.  A.  was  a  good  thing. 

Mr.  Makmolstein.  I  do  not  want  to  bring  that  up  here.  I  want  to 
thank  you  for  the  courtesies  that  you  have  extended  me,  and  others  of 
our  group. 

Senator  Btjtler.  I  do  not  like  to  discourage  Mr.  Halperin,  but  in 
looking  over,  hurriedly,  the  testimony  of  the  witnesses  who  have  ap- 
peared, it  is  simply  a  repetition  of  what  was  given  to  the  Murray  Small 
"Businei^s  Ci;iiii:;itt.:C,  arid  I  think  the  O.  P.  A.  hearings  within  the 
last  2  or  3  months. 

You  liave  not  submitted  anything  that  is  new.  And  we  have  their 
reports  before  us  in  which  they  have  decided  that  it  was  not  a  na- 
tional problem,  but  that  it  was  local,  and  ought  to  be  handled  bv  the 
State.  ^ 


That  is  a  remark  that  I  want  to  make  at  this  time,  because  you  may 
be  able  to  prove  that  it  is  a  national  problem,  and  if  so,  I  would  be 
glad  to  have  you  do  so. 

ADDITIONAL  STATEMENT  OF  HARRY  J.  HALPERIN,  COUNSEL,  JOINT 
RENT  ACTION  COMMITTEE,  NEW  YORK,  N.  Y. 

Mr.  Halperin.  Mr.  Chairman  and  gentlemen  of  the  committee; 
you  will  recall,  when  I  first  started  to  talk,  I  said  that  whether  there 
was  an  emergency  today  or  whether  there  was  no  emergency  today 
makes  no  difl'erence  in  the  need  for  this  legislation. 

It  may  be  that  we  may  not  be  able  to  present,  to  your  satisfaction, 
any  great  change  in  conditions  between  what  occurred  3  months  ago 

and  today. 

But  the  fact  remains,  gentlemen  of  the  committee,  that  in  1944, 
where  new  leases  are  negotiated,  or  where  old  leases  expire,  you  are 
going  to  have  increased  demands,  and  you  are  being  asked  to  legislate 
to  prevent  any  other  unjust  increases  in  rents. 

Just  what  are  we  asking  you  for?  We  are  asking  you  to  put  us 
in  the  same  category  as  all  the  other  people  in  the  country  now  stand. 

Now,  we  intend  to  show  you  that  things  have  become  worse.  We 
think  that  the  record  now  shows  tliat,  up  to  this  point,  only  have 
there  been  increases  which  are  far  in  excess  of  1941,  in  1942,  1943, 
and  1944,  but  in  addition,  for  1945,  which  we  didn't  have  before  the 
committee  when  Senator  Murray  presided. 

We  now  show  you  that  because  of  the  approach  of  February  1. 
1945,  new  demands  have  been  made  in  the  face  of  and  in  spite  or 
the  increases  which  were  enforced  upon  us  in  1943, 1942,  and  1941. 

We  have  proved  to  you  that  it  is  obvious  that  these  increases  will 
go  on  and  on  every  year  whenever  a  lease  expires,  gentlemen,  unless 
you  give  us  this  legislation. 

That  is  what  we  say ;  namely,  in  1944,  we  say  we  have  an  all-over 
picture  of  40  percent  to  50  percent  increase.  Now  for  new  leases 
beginning  February  1,  1945,  and  they  will  be  increased  to  a  much 
higher  rate  than  those  in  the  past,  over  what  we  have  had  to  pay  as 
of  1944. 

In  other  words,  and  simply  stated,  there  has  been  a  tremendous 
increase  up  to  1944  of  at  least  40  percent  of  50  percent  in  the  rentals, 
and  sometimes  more.  With  the  coming  of  February  1,  1945,  there 
will  be  an  increase  which  will  be  substantially  above  that,  in  some 
cases  as  much  as  100  percent  again.  This  presents  a  problem  of  the 
utmost  gravity. 

We  now  say  that  we  believe  we  certainly  should  get  the  relief  to 
prevent  the  landlord  :Erom  coming  in  and  asking  for  these  exorbitant 
increases.     They  are  simply  out  of  the  question. 

One  other  thing  we  ask  you  to  consider:  Eaci\  time  a  building  is 
sold — and  we  find  this  to  be  a  fact — each  time  a  building  is  sold,  and 
before  the  new  lease  is  signed,  the  new  owner  makes  higher  demands 
for  1945.  Let  me  make  that  plain  to  you.  A  man's  lease  is  going 
to  expire  on  February  1,  ir/45.  He  has  begun  negotiations  with  whom 
he  thought  was  the  owner,  and  who  was  then  the  old  owner,  in  June 
1944,  for  a  renewal  of  that  lease.  That  owner  has  given  him  a  figure. 
And  he  sends  to  the  tenant  a  proposed  lease,  and  the  tenant  signs  the 
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lease  at  an  increased  figure  for  the  period  beginning  in  1945;  on 
February  1. 

Here  is  where  the  difficulty  comes.  The  landlord  does  not  sign  that 
lease,  but  he  uses  this  group  of  proposed  leases  already  signed  by  the 
tenants  to  show  the  new  schedule  of  income  to  the  prospective  buyers 
of  the  building,  and  he  makes  a  sale  of  the  building  to  a  new  owner. 

You  might  think  that  was  the  end  of  the  thing.  No,  indeed ;  that 
does  not  satisfy  the  new  owner.  He  tells  the  tenant  that  the  old 
lease  was  not  signed,  the  one  that  the  tenant  had  signed  with  the  old 
owner,  but  which  the  old  owner  had  not  signed  with  him,  that  that 
will  not  do,  and  that  he  must,  instead  of  having  his  rent  increased 
by  30  percent  over  1944,  it  will  be  increased  to  60  percent  over  that, 
or  even  100  percent,  and  in  some  instances  even  more  than  that. 

Now,  if  the  tenant  ig  fortunate  enough  to  have  a  place  to  which  he 
can  move  his  plant,  or  some  manner  in  which  he  can  get  out  from 
under  J  he  is  in  a  very  excellent  situation,  but  that  is  not  the  general 
situation  at  all.  Buildings  are  almost  impossible  to  obtain.  And 
that  fact  is  well  known,  gentlemen,  to  the  landlords. 

So  far  the  tenants,  in  general,  do  not  have  that,  but  if  they  were 
fortunate  enough  to  have  this  relief,  this  law  that  we  are  asking  for 
must  be  passed.  I  think  the  situation  is  clear  to  you.  We  have  not 
had  that  relief  so  far,  and  I  think  that  we  have  been  more  than  justified 
in  coming  here  and  asking  for  it — the  Committee  on  Small  Business 
did  not  consider  and  it  was  not  presented  to  them.  Certainly  in  the 
past,  and  even  today,  we  do  not  have  the  relief  that  we  certainly  feel 
we  are  more  than  justified  in  having  now.   . 

We  say  this  to  you  in  all  sincerity,  if  you  do  not  give  us  relief 
for  today,  at  least  give  us  relief  for  tomorrow. 

Senator  Taft.  Mr.  Halperin,  does  this  committee,  I  do  not  recall 
the  name  of  it  at  the  moment,  that  Mayor  LaGuardia  has,  have  juris- 
diction over  commercial  rents  ? 

Mr.  Halperin.  It  has  no  jurisdiction  at  all  over  commercial  rents. 

Senator  Taft.  Does  it  not  have  authority  over  office  buildings  and 
stores  as  well  as  lofts,  or  only  over  lofts  ? 

Mr.  Halphjin.  It  so  happens,  Senator  Taft,  that  at  the  time  they 
were  organizing — which  was  early  in  1942 — they  were  organized  to 
and  held  hearings  at  the  beginning  when  they  only  had  the  loft 
complaint.  Later  on,  as  I  understand  it,  they  got  office  complaints, 
and  then  store  complaints. 

But  after  people  found  out  that  the  landlords  would  not  submit  to 
arbitration  they  started  to  lose  hope  of  making  any  progress  be- 
fore the  committee,  although  the  O.  P.  A.  itself  as  you  heard  this 
morning  had  the  Pharmaceutical  Society  complaint,  and  the  O.  P.  A. 
sent  it  up  thinking  that  perhaps  they  could  be  of  some  help. 

Some  of  these  tenants  do  not  know  what  to  do.  I  can  give  you 
some  names  of  some  of  the  gentlemen  who  have  been  engaged  in  these 
things  from  the  standpoint  of  the  tenant,  and  I  would  like  to  give 
those  names  in  private.  I  do  not  want  to  reveal  them  publicly,  be- 
cause they  still  hope  to  make  a  deal  with  their  landlords,  otherwise 
they  must  vacate,  because  February  1  is  very  close  now.  In  other 
words,  be<?ause  their  space  has  been  let,  and  it  has  been  let  out  right 
over  their  heads,  and  they  have  no  other  place  to  go,  they  are  natu- 
rally very  much  concerned  about  saying  anything  about  these  things 
unless  they  know  they  will  get  relief,  and  unless  they  know  they  will 


have  some  protection.  Once  this  space  is  let  to  someone  else  over 
their  heads,  they  are  out  of  business,  and  they  have  no  place  to  go  and 
no  business  to  operate.  They  come  to  me  about  these  things  all  the 
time.    I  do  not  know  what  advice  to  give  them,  I  am  frank  to  admit. 

It  is  not  a  question  of  bargaining.  You  go  to  them  and  try  to 
bargain  with  the  landlords  and  say  to  them,  "How  much  do  you  want 
for  this  space?"  and  they  come  back  at  you  and  say,  "Well,  do  you 
want  this  space?  Take  it  or  leave  it."  That  is  all  there  is  to  it. 
They  state  the  figure  that  they  want,  and  it  is  whatever  the  traffic 
will  bear. 

And  if  they  think  the  tenant  is  earning  enough  profits  the  sky  is 
the  limit.    They  want  to  be  partners  with  the  tenant. 

And,  Senator  Taft,  when  you  speak  about  and  make  the  suggestion 
as  to  the  amount  of  profits  above  rent,  and  in  comparison  with  the 
rent,  I  submit  to  you  that  the  owners  do  not  make  good  to  the  tenants 
when  conditions  are  bad.  We  have  to  make  good  on  our  leases 
whether  we  earn  a  profit  or  not. 

Senator  Taft.  It  seems  to  me  that  I  remember  in  1930  when  the 
landlords  had  to  settle  for  about  one-third  of  the  rent,  and  leases 
did  not  mean  very  much.   Do  you  recall  that  ? 

Mr.  Halperin.  Yes,  Senator.  I  remember  that.  That  is  the  time, 
Senator,  when  the  landlords  got  into  trouble  that  way,  and  they 
dropped  their  property  and  the  certificate  holders  in  Chicago  lost 
their  money  on  the  investments  they  made  in  New  York  mortgages. 

The  certificate  holders — I  think  one  of  the  comi)anies  was  S.  W. 
Strauss  which  sold  certificates  all  over  the  country  on  mortgages  on 
buildings  that  were  dropped — were  the  ones  that  really  lost  their 
money ;  and  the  owners  simply  dropped  them. 

There  is  probably  going  to  be  some  discussion  here  that  there  should 
be  some  sympathy  for  these  landlords,  the  owners  of  the  properties, 
and  I  say  to  you  that  such  sympathy  should  be  very  slight. 

I  am  talking  now  about  business  properties  and  not  home  proper- 
ties. There  is  a  very  substantial  difference  in  the  approach  to  an  in- 
vestment in  business  property  than  an  investment  in  property  for  a 
home.  People  who  invest  in  commercial  real  estate,  and  history  tells 
us  that  this  is  a  fact,  they  do  not  ever  consider  that  they  are  really  ever 
going  to  pay  off  those  mortgages,  because  they  do  this ;  they  do  not  buy 
them  in  their  own  names,  but  in  the  names  of  dummies  or  corporations, 
to  hold  these  properties  and  against  which  the  certificates  are  issued. 
And  look  what  has  happened.  After  they  dumped  all  of  this  real 
estate  on  the  market,  after  they  took  the  water  out  of  all  these  proper- 
ties, and  where  the  mortgage  has  been  brought  down  to  the  very 
bottom,  or  wiped  out  in  many  instances,  they  now  come  to  you  to 
reinstate  the  rents. 

Senator  Taft.  Nobody  has  been  to  me  to  reinstate  anything. 

Mr.  Halperin.  Senator,  do  not  misunderstand  me.  I  did  not  in- 
tend it  that  way. 

Senator  Taft.  Yes? 

Mr.  Halperin.  They  will  be  pleading  with  you  here,  I  know  it,  and 
they  are  going  to  ask  you  to  remember  those  times,  or  it  will  be  sug- 
gested to  you,  or  it  might  suggest  itself  to  you,  now,  what  are  your 
profits  ?    The  tenants  are  not  obliged  to  become  partners  or  give  their 
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profits  away  to  the  landlords  any  more  than  the  landlords  are  being 
asked  to  ^ive  their  profits  away  to  the  tenants. 

Senator  Taft.  I  am  not  suggesting  that.  I  am  only  suggesting 
there  would  seem  to  be  a  relationship  between  the  landlords  rentals 
today  and  the  profits  that  the  tenants  are  making  today.  If  the 
tenants  are  making  a  great  deal  more,  then  there  is  probably  some 
relationsliip  there.  There  certainly  was  a  relationship  when  the  ten- 
ants were  making  much  less,  and  tlie  rentals  had  to  be  cut  in  half  or 
even  more.  There  is  certainly  a  definite  relationship  between  profit 
and  rents.  I  do  not  say  it  is  an  official  relationship,  but  there  is  some 
selationship. 

Mr.  Halperin.  Senator,  there  definitely  should  be  and  in  normal 
times  thei'e  is,  but  we  are  going  through  abnormal  times.  And  we 
ask  for  relief  during  abnormal  times.  If  we  cannot  negotiate 
with  the  landlords,  if  they  do  not  see  fit  to  come  to  us,  it  seems  to 
me  that  there  should  be  some  law  to  cover  that  situation.  If  I 
have  the  ability  to  go  out,  if  he  does  not  want  me  to  stay  in  his  prop- 
erty, at  a  fair  price,  if  I  have  the  ability  to  go  out  and  rent  prop- 
erty elsewhere,  that  is  one  thing;  that  gives  an  opportunity  to 
negotiate  on  the  part  of  both  parties.  Tliat  is  not  the  situation 
today.  Today  the  landlords  know  that  you  cannot  move  because 
there  is  no  place  to  move  to.  No,  it  uiakes  it  entirely  a  one-sided 
proposition.  That  is  due  to  the  abnormal  tinjos  tluit  we  have  today. 
That  is  the  reas<m  we  feel  that  theie  should  be  some  vAmf  given  to  us 
hen*. 

Senator  Taft.  And  is  the  justification  for  that  not  in  the  fact 
that  no  more  loft  buildings  can  be  built,  that  there  is  a  very  limited 
amount  of  building  going  on,  and  is  that  not  the  reason  for  that 
situation  ? 

Mr.  Halperin.  Precisely.  You  have  stated  it,  Senator,  precisely. 
The  Government  is  the  one  that  stopped  the  building. 

Senator  Taft.  The  war  was  responsible  for  that. 

Mr.  Halperin.  Yes,  Senator.  We  ask  you  that,  when  something  is 
created  by  reason  of  the  war,  do  not  let  us  be  the  only  sufferei*s. 
That  is  all  there  is  to  it,  really.  It  is  not  a  question  of  too  much 
profits  or  too  little  profits,  it  is  not  a  question  of  how  much  profits 
we  are  earning  or  now  much  profit  the  owner  of  the  i-eal  estate  is 
earning. 

Another  thing,  in  1983,  I  believe  it  was.  Senator,  when  the  owners 
of  commercial  rents  had  their  leases  in  somewhat  bad  condition,  and 
they  suffered  certain  losses  at  that  time,  they  were  able  to  protect 
themselves.  They  went  to  the  legislature  and  got  relief  through  the 
moratorium,  wheieby  their  obligations  to  pay  the  principal  were 
frozen,  and  they  were  relieved  as  to  that. 

The  rate  of  intei*est  of  those  mortgages  was  frozen,  and  they  got 
relief  there.  Senator. 

Because  I  will  say  that  the  j^eople  who  represent  them  kept  them 
well  organized  and  they  managed  to  get  relief  when  they  needed  it. 

Before  I  leave  I  would  like  to  read  just  one  more  thing  which 
comes  from  the  mouth  of  the  executive  vice  president  of  the  National 
Association  of  Real  Estate  Boards. 

Senator  Taft.  By  the  way,  it  would  seem  to  me  that  you  are  speak- 
ing very  largely  of  the  condition  which  exists  in  New  York  City, 
which  is  not  typical  in  the  United  States;  that  is,  general  relief  of 


owners  of  property  and  mortgages  which  was  done  on  the  scale 
on  which  it  was  done  in  New  York,  that  was  not  approached  any- 
where else. 

Now,  this  parti(;ular  condition  which  exists  and  which  we  have 
heard  about  here,  that  is,  this  rent  situation  in  New  York  City,  it  is 
somewhat  of  a  unique  matter  and  d(x*s  not  seem  ta  be  duplicated 
elsewhere.     That  is  one  reason  I  am  asking  about  that. 

Mr.  Halperin.  Senator,  the  State  and  the  city  did  not  bring  about 
(hat  condition;  it  is  a  whole  country  that  brouglit  about  that  con- 
dition, and  it  is  a  part  of  the  war  scheme,  and  I  repeat,  I  think  it 
is  a  national  obligation. 

Senator  Taft.  I  note  that  you  are  talking  about  the  general  con- 
dition. I  do  not  know  of  any  condition  in  the  United  States  similar 
to  this  business  of  mortgage  investments  in  New  York  City,  or  the 
general  referendum  that  was  created  to  ameliorate  the  New  York 
situation.  I  do  not  think  there  was  any  such  general  moratorium, 
outside  of  the  farm  mortgages. 

Mr.  Halperin.  Did  not  the  Government  give  relief  throughout  all 
the  country  in  connection  with  the  matter  of  home-owners  relief ;  did 
they  not  finance  that  and  take  them  over  from  the  banks,  and  pre- 
vent them,  the  people  owning  the  homes,  from  losing  them  to  the 
banks? 

Senator  Taft.  No;  they  went  in  primarily  to  relieve  the  home  own- 
ers, and  did  a  very  good  job,  but  it  was  solely  in  the  interests  of  the 
home  owners,  and  not  in  the  interest  of  the  banks. 

Mr.  Halperin.  I  know  of  many  corporations  who  owned  homes, 
and  they  rented  them,  who  got  the  same  relief  as  the  people  who 
resided  in  the  homes. 

Senator  Taft.  Incidentally,  it  might  have  been,  but  it  was  not  for 
that  purpose  primarily.    That  was  not  similar  to  the  moratorium? 

Mr.  Halperin.  It  was  not  similar  to  the  moratorium  in  every  way, 
but  it  was  in  some. 

The  Chairman.  We  do  not  want  to  get  into  that  subject. 

Mr.  Halperin.  I  want  to  read  one  thing,  and  I  am  throigh,  unless 
you  have  some  further  questions,  Senator.    May  I,  Mr.  Chairman? 

The  Chairman.  Yes. 

Mr.  Halperin.  This  is  what  the  real  estate  people  profess  to  be- 
lieve, and  this  is  the  testimony  of  the  executive  vice  president  of  the 
National  Association  of  Real  Estate  Boards  and,  of  course,  I  sup- 
pose it  referred  to  dwelling  control,  or  house  control,  but  it  reads  this 
way: 

Our  attitude  summed  up  in  a  few  words  is  simply  tliis :  We  accept  tlie  ueces- 
sity  for  stabilization  of  rents.  We  feel,  however,  that  the  operation  of  this 
program,  involving  as  it  does  the  control  and  use  of  privately  owned  property, 
should  be  made  as  fair,  as  just,  and  as  equitable  as  humanly  possible.  We 
believe  that  tenants  and  owners  alike  deserve  fair  and  impartial  treatment. 

I  agree  with  that  statement,  and  ^ir.  Nelson,  who  was  the  national 
vice  president,  whom  I  see  here  today,  made  that  statement. 

I  want  to  call  particular  attention  to  the  last  part  of  that  statement 
wherein  he  says : 

We  believe  that  experience  has  demonstrated  that  the  law  should  clearly 
and  explicitly  dictate  the  course  as  to  how  the  program  shall  he  administered. 
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Again,  referring  to  the  House  regulations : 

Where  hardship  results  we  feel  that  every  diligent  effort  should  be  made  to 
modify  that  hardship. 

We  agree  with  that  statement.  And  there  is  a  further  statement 
which  I  would  like  to  read : 

We  believe  that  injustice  must  be  avoided  in  all  cases.  We  believe  the  tenant 
and  owners  alike  dt^serve  fair  and  impartial  treatment. 

Now,  all  we  ask  them  to  do  is  to  repeat  that  statement  here  today, 
insofar  as  it  applies  to  commercial  properties. 

As  he  said  then  after  the  law  was  passed  with  regard  to  dwellings 
we  feel  they  should  say  now  with  regard  to  commercial  properties. 

Now,  they  favor  fair  dealings  with  the  tenants,  are  they  or  are 
they  not  of  that  opinion  today  ?  The  tenants  have  been  put  into  this 
position  by  reason  of  this  war,  and  I  think  that  they  deserve  fair 
consideration  in  the  matter  of  commercial  properties  just  as  much 
as  the  matter  of  homes. 

I  want  to  thank  you  for  the  time  that  you  have  accorded  me. 

The  Chairman.  Mr.  Schwab. 

STATEMENT  OF  HAROLD  M.  SCHWAB,  REPRESENTING  THE  AMERI- 
CAN BUSINESS  CONGRESS,  NEW  YORK,  N.  Y. 

Mr.  Schwab.  Senator  Wagner,  and  gentlemen  of  the  committee: 
My  name  is  Harold  ^I.  Schwab.  I  represent  the  American  Business 
Congress,  an  organization  of  independent  businessmen  extending 
from  coast  to  coast,  with  headquarters  in  New  York.  Our  member- 
ship knows  no  trade  or  industry.  It  is  composed  of  manufacturers, 
retailers  and  wholesalers  and  all  fields  of  endeavor.  It  is  a  nonprofit 
organization  and  nonpolitical  in  its  activities.  Its  purpose  of  ex- 
istence is  the  protection  of  the  small  businessman  and  assistance  to 
him  in  his  fight  to  survive. 

I  would  like  your  indulgence,  I  have  quite  a  cold,  and  I  am  unable 
to  raise  my  voice  very  much. 

The  Chairman.  That  is  quite  all  right.  I  think,  Mr.  Schwab,  you 
ought  to  tell  us  how  many  members  you  have  of  your  organization, 
and  something  about  it. 

Mr.  Schwab.  Our  membership  consists  of  approximately  2,000  firms, 
business  firms. 

We  are  happy  that  the  senior  Senator  from  New  York  proposed 
S.  2176  so  soon  after  his  return  to  Congress  and  the  opening  of  this 
session.  It  is  high  time  that  the  Washington  authorities  take  cog- 
nizance of  the  injustice  to  which  businessmen  the  Nation  over  have 
been  submitted  since  the  enactment  of  price  control  legislation  in 
1942. 

The  American  Business  Congress  does  not  come  before  this  com- 
mittee to  ask  that  greater  powers  be  granted  O.  P;  A.  We  come 
instead  to  ask  that  a  wrong  be  righted — ^to  ask  that  a  great  inequity 
be  corrected.  We  come  to  ask  that  Congress  cancel  the  right  of  the 
commercial  property  owners  to  gouge  and  profiteer — and  inflate 
profits  and  prices — ^to  force  small  business  out  of  existence  by  demands 
out  of  all  reason  and  decency.  We  come  to  ask  that  Congress  recall — 
through  enactment  of  protective  legislation — ^the  exclusive  franchise 


it  granted  commercial  property  holders  through  failure  to  include 
commercial  rents  in  the  Price  Control  Act  of  1942. 

And  now,  with  the  attention  of  the  Nation  focused  on  this  subject 
by  this  very  hearing,  we  state  that  if  you  fail  to  take  action,  you  will, 
by  the  very  failure  to  act  now,  practically  endorse  every  raise,  every 
demand  that  has  or  would  have  been  made  by  landlords  throughout 
the  country. 

The  situation  will  be  more  grave,  gentlemen,  after  today  than  it 
was  even  before  this  hearing,  because  if  the  Senate  Banking  and  Cur- 
rency Committee  does  not  act  it  will  be  endorsing  what  has  been  done 
so  far  by  the  realty  groups. 

We  feel  that  we  have  enough  evidence  on  hand  to  convince  you 
gentlemen  of  the  crying  need  for  relief. 

If  one  reads,  listens,  and  sees,  he  quickly  comes  into  possession  of 
the  very  patent  fact  that  owners  of  commercial  properties  are  on 
the  loose.  I  respectfully  urge  upon  you  gentlemen  to  give  us  legisla- 
tion we  need.  Pass  this  bill  and  you  will  have  plugged  the  great  hole 
in  the  dike  holding  back  a  wave  of  inflation. 

Certain  specific  cases  deserve  to  be  entered  in  the  record  of  this  hear- 
ing. In  fact,  they  deserve  their  place  in  the  annals  of  American 
business  as  glowing  examples  of  the  injustice  which  can  be  wrought 
by  an  oversight  or  omission  by  Congress. 

At  the  close  of  this  hearing  I  shall  file  with  this  committee  a  report 
analyzing  rent  cases  in  170  buildings  in  Greater  New  York.  These 
cases  are  not  confined  to  any  one  area  or  district.  They  involve  land- 
lord demands  extending  from  the  Battery  to  the  Bronx  and  include 
both  Brooklyn  and  Queens.  All  tenants  represented  are  engaged  in 
industry  ranging  from  the  manufacture  of  hard  goods  to  the  manu- 
facture and  sale  of  clothing,  electrical  appliances,  lamp  shades,  furni- 
ture, groceries,  drugs,  and  so  forth. 

Many  of  the  tenants  described  are  engaged  in  war  work.  The  rent 
cases  listed  in  these  170  buildings  by  no  means  represent  the  only  cases 
involved  in  those  buildings.  As  a  matter  of  fact,  these  170  buildings 
alone  house  approximately  9,000  firms  and  each  firm  in  each  building, 
whose  lease  expires  this  year,  is  having  its  rent  raised  in  a  similar 
degree.  Our  experience  proves  owners  do  not  pick  isolated  tenants 
for  gouging  tactics.  They  establish  a  percentage  of  increase — all 
that  the  traffic  will  bear — and  they  raise  every  tenant  proportionately. 

The  survey  which  we  have  made  was  instigated  by  the  contention  of 
the  New  York  realty  interests  that  less  than  2  percent  of  the  com- 
mercial tenants  in  New  York  were  affected  by  rent  increases.  We 
felt  that  that  statement  could  not  go  unchallenged.  As  a  result,  ham- 
pered by  the  lack  of  adequate  help,  we  have  been  able  nevertheless  to 
find  sufficient  representative  cases  to  show  that  every  owner  of  com- 
mercial realty  in  New  York  City  has  increased  rent  wherever  and 
whenever  a  tenant's  lease  has  expired. 

As  an  example,  let  us  take  the  building  at  1370  Broadway  owned  by 
the  Robert  Hoe  estate.  Our  personal  contact  with  12  tenants  disclosed 
the  following  facts : 

The  annual  aggregate  rent  paid  by  these  12  tenants  in  1943  was 
$96,514.  In  1944  these  same  tenants  paid  $133,825.  They  have  now 
been  forced  to  sign  new  leases  totaling  $195,850. 
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The  increase  to  these  12  tenants  alone  in  a  2-year  period  amounts  to 
$99,J^36,  or  approximately  105  percent.  In  other  words,  they  are  today 
paying  203  percent  of  the  rent  which  they  paid  in  '42.  The  individual 
rent  figures  will  be  interesting. 

The  annual  aggregate  rent  paid  by  these  12  firms  in  1943  was  $96,514. 

In  1944  these  same  tenants  paid  $133,825. 

They  have  now  been  forced  to  sign  leases  totaling  $195,850,  an  in- 
crease to  these  12  tenants  alone  in  a  2-year  period  of  $99,336,  or  ap- 
proximately 105  percent. 

In  other  words,  they  are  paying  over  203  percent  of  the  rent  which 
they  paid  in  1942,  as  I  stated  before. 

As  these  individual  rent  figures  are  of  interest,  I  would  like  to  give 
a  few  of  them,  which  I  think  will  be  of  interest. 

Senator  Hawkes.  I  should  like  to  ask  you  a  question  about  that. 
You  have  picked  out  12  specific  cases.    Can  you  give  the  over-all  ? 

Mr.  ScHW^\B.  The  over-all  of  all  these? 

Senator  Hawkes.  Yes. 

Mr.  Schwab.  I  think  I  have  that.  I  got  it  from  the  real-estate 
agent  tliat  knows  the  figures. 

I  will  take  these  figures  here. 

The  firm  Loomtogs,  Mr.  J.  Schoenfeld,  for  1943  his  rent  was  $12,500, 
for  1944  it  was  $18,000.    For  1945  it  will  be  $24,700. 

Senator  Taft.  Does  that  mean  a  reduction  ? 

Mr.  Schwab.  No.  It  was  $12,000  for  the  year  1943,  $18,000  for 
1944,  and  $24,000  for  1945. 

Senator  Taft.  I  thought  you  said  $22,000  for  1943. 

Mr.  Schwab.  I  am  sorry. 

Take  the  next  firm,  Strauss,  Inc..  for  1943  thev  paid  $11,200:  for 
1944  they  paid  $16J>50;  for  1945  they  pay  $24,400.  *  . 

The  next  firm,  William  Gurian,  foi- 1943  thev  paid  $7,454;  for  1944 
they  paid  $12,150 ;  and  for  1945  they  will  pay  $17,100. 

The  next  firm,  Rudley  Spoi-tswe'ar,  Inc.,  Mr.  Geo.  Petroff,  for  1943 
he  paid  $10,000:  for  1944  he  paid  $11,875;  for  1945  he  pays  $17,800. 

The  next  firm,  Jessie  Underwear  Co.,  Mr.  H.  Goldstein,  for  1943  he 
paid  $3,260;  for  1944  he  paid  $4,375;  and  for  1945  he  will  pay  $7,000. 

Clover  Blouses,  Inc.,  for  1943  they  paid  $6,600:  for  1944  they  paid 
$8,125 ;  and  for  1945  the  firm  will  pay  $12,350. 

We  come  now  to  the  firm  of  Elias  Sportswear.  This  is  a  rather  in- 
teresting case.  In  1943  Elias  Sportswear  paid  $13,500.  He  was  raised 
in  1944  to  $17,500.    Then  the  landlord  demanded  $32,000. 

Mr.  Elias  is  a  man  that  will  not,  if  possible,  have  somebody  put 
something  over  on  him.  So,  the  landlord,  knowing  that  he  had  him 
completely  in  his  power,  not  telling  him  anything  about  it,  went  out 
and  rented  a  20-foot  strip  down  the  middle  of  Mr.  Elias'  floor  and  then 
came  to  Mr.  Elias  and  said,  "Now,  I  have  rented  a  20-foot  strip  down 
the  middle  of  the  floor.  You  can  have  the  front  and  the  back  if  you 
want  it.  So  Mr.  Elias  was  out-rented  without  his  being  given  an 
opportunity  of  paying  the  $32,000  rent,  and  whether  or  not  he  will 
obtain  new  quarters  I  do  not  know. 

The  Chairman.  What  is  the  name  of  the  owner  of  that  property  ? 

Mr.  Schwab.  The  Robert  Hoe  estate.  It  is  one  of  the  oldest  estates 
in  New  York  and  owns  considerable  property. 


The  next  is  the  Wiener  Blouse  Co.,  Mr.  H.  Wiener,  for  1943  he  paid 
$6,000,  then  in  1944  he  was  increased  to  $7,500.  In  1945  he  was  increased 
and  will  pay  $10,000.    That  is  almost  double. 

The  Central  Knitwear  Mills,  Inc.,  Mr.  J.  Kasper,  in  1943  he  paid 
$12,000.  In  1944  be  paid  $18,000.  Whereas  in  1945  he  will  pay  $24,000. 
You  will  observe  that  is  exactly  twice  the  amount  he  paid  in  1943. 

Take  next  the  Mohawk  Knitting  Mills,  Inc.,  Mr.  Shneffer.  In  1943 
he  paid  $6,000.  In  1944  he  paid  $8,125.  In  1945  he  was  asked  $13,200. 
He  was  out-rented.  The  Hoe  estate  now  gets  $6,500,  plus  $9,000,  or 
$15,500  for  the  same  space. 

The  Smart  Set  Frocks  Co.,  1943,  paid  $3,000  for  the  space.  In  1944 
they  paid  $4,375,  in  1945  they  are  to  pay  $6,000,  which  is  exactly  double 
that  of  1943. 

The  Judy  Kent  Frocks  in  1943  paid  $5,000;  in  1944  they  paid  $7,500; 
and  an  increase  of  $2,500.  In  1945  they  will  pay  $9,000,  or  $1,000  less 
than  exactly  double  the  rent  they  pai^d  in  1943. 

I  repeat  these  are  the  figures  for  only  12  tenants.  If  we  multiply 
the  amount  of  increases  which  will  be  demanded  of  the  other  tenants, 
the  over-all  increase  which  the  landlord  will  be  receiving  from  the 
occupants  of  this  building  in  1945  over  1943  will  be  more  than  $210,000. 
Please  pardon  me  if  I  dwell  on  these  figures.  I  seek  to  make  an  ade- 
quate impression  upon  you  and  should  like  you  to  know  that  this  is 
not  a  flagrant,  extraordinary  case — it  is  typical  of  what  is  happening 
in  New  York  Citv,  to  my  own  knowledge,  and  in  other  cities,  in  ac- 
cordance with  information  I  have  received.  In  1943  the  gross  rt-utal 
of  this  building  was  $223,649 ;  this  year  it  is  $293,185 ;  in  1945  it  will 
be  almost  $440,000.  I  say  "almost"  because  all  of  the  lists  are  not  in 
yet,  and  it  may  be,  and  probably  will  be,  more  than  that. 

It  is  a  favorite  practice  in  New  York  to  walk  in  to  a  tenant  and  say 
to  him,  "Here  is  your  lease,  sign  it  now." 

And  if  the  tenant  says,  "Let  me  have  a  chance  to  look  it  over.  Let 
my  attorney  look  at  it,"  the  landlord  will  say,  "Well,  if  you  do  not 
sign  now  tomorrow  the  rent  is  going  to  be  $2,000  more."  We  have 
numerous  occasions  of  that,  and  they  can  be  substantiated.  Of  course, 
that  is  a  very  serious  thing.  They  know  that  they  can  get  away  with 
it  because  there  is  no  other  place  for  these  tenants  to  go. 

Senator  Buck.  Do  you  know  whether  these  estates  are  operated  by 
corporate  entities  or  by  individuals,  the  executives  of  these  estates? 

Mr.  Schwab.  Tlie  Robert  Hoe  estate?  I  am  sorry,  I  cannot  answer 
that  question. 

To  continue : 

What  has  this  owner  contributed  to  the  economy  to  merit  such  an 
increase?  Have  his  land  taxes  been  increased?  Quite  to  the  con- 
trary, they  were  reduced  last  year.  Does  he  have  to  worry  about 
vacancies  ?  On  the  contrary  there  are  none.  Is  he  doing  any  repairs  ? 
No ;  W.  P.  B.  does  not  permit  him  to  spend  any  money,  and  he  hides 
behind  this  as  an  excuse  not  to  make  them.  Have  his  interest  rates 
been  increased  ?  No ;  New  York  State  gave  him  a  moratorium  and 
froze  the  rates  that  were  existent  in  the  middle  thirties  and  that  law 
is  still  in  effect.  To  prove  to  you  that  this  is  typical  of  what  is  hap- 
pening in  New  York  and  the  extent  to  which  owners  are  taking  ad- 
vantage of  the  war  emergency,  let  me  give  you  another  example. 
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The  buildine  is  known  as  817  Broadway.  In  this  building,  tenant 
A,  in  the  building  17  years,  paid  a  rental  of  $900  in  1942.  In  1943, 
he  was  raised  to  $1,050,  and  in  1944,  this  year,  he  was  raised  to  $1,723. 
In  all  his  17  years  in  the  same  building,  under  the  same  management, 
this  tenant  has  always  met  his  obligations  and  was  never  before 
required  to  sign  personal  endorsements  on  the  lease  or  to  post  security 
for  its  faithful  performance. 

Lo  and  behold !  This  year,  in  order  to  sign  a  lease  effective  Febru- 
ary 1, 1945,  at  a  rental  of  $2,700,  just  three  times  the  amount  paid  in 
1942,  this  tenant  was  forced  to  give  not  only  his  personal  giuirantee 
on  the  lease  but  to  post  a  3-months  security  as  well. 

Here  is  a  unique  situation — ^the  landlord,  by  his  demands  for  secur- 
ity and  guarantee,  confesses  his  knowledge  of  the  exorbitance  of  the 
rent.  He  knows  full  well  that  if  the  present  emergency  with  its  high 
volume  of  sales  in  certain  lines  of  industry  were  to  terminate  tomor- 
row and  if  this  particular  tenant's  business  returned  to  normal,  the 
tenant  could  not  possiblv  afford  this  tremendous  rental  increase  and 
would  be  forced  into  bankruptcv.  Consequently,  he  asks  the  tenant  to 
assume  the  full  burden  demanded  by  his  greed  not  only  during  these 
days  of  plenty  but  even  after  the  return  to  nonnal  conditions. 

By  the  way,  I  did  not  mention  that  this  was  a  3-year  lease  at  the 
$2,700,  consequently,  he  asked  the  tenant'  to  assume  the  burden  by  de- 
manding not  only  an  increase,  but  holds  him  with  personal  guarantees 
so  that  if  there  should  be  a  drop  in  business,  and  the  man  could  not 
pay  tliat  rent  out  of  his  normal  income,  he  will  be  compelled  to  do  so 
anyhow  and  he  will  not  be  able  to  go  to  the  landlord  and  say,  "I  must 
have  a  reduction  in  rent."  The  landlord  will  say  "you  personally 
guaranteed  this,  and  you  must  pay  it."  This  is  not  a*  single  extreme 
case,  but  there  are  many  similar  cases. 

Another  example  is  that  of  a  tenant  at  235  East  Forty-second  Street 
who  was  not  only  forced  to  pay  an  increase  of  from  $2,600  to  $4,500, 
but  in  addition  was  forced  to  submit  to  a  monthly  charge  of  $5  for 
fire-sprinkler  inspection  plus  an  additional  $5  per  month  for  the  use 
of  water.  I  might  add  that  there  is  one  cold  water  faucet  and  one 
toilet  on  the  premises. 

Still  another  case  is  that  of  the  Sei^ice  Trading  Co.  at  263  West 
Thirty-eighth  Street,  where  the  tenant  was  forced  to  not  only  submit 
to  an  increase  in  rent  from  $2,200  to  $3,400,  for  a  3-year  period  but  in 
addition  was  forced  to  pay  the  agent  a  check  for  $200  as  commission, 
plus  a  $500  cash  gratuity  for  the  mere  privilege  of  being  allowed  to 
remain  in  the  building  at  an  increase  of  a  tremendous  percentage  in 
1943.  It  is  significant  that  the  $500  had  to  be  paid  in  cash.  This  is  a 
most  important  matter,  and  I  should  like  to  dwell  on  that  for  just  a 
moment  or  two. 

In  this  case  the  agent  came  to  this  man,  and  I  have  his  affidavit,  and 
he  said,  "Now,  the  landlord,  the  owner,  does  not  want  you  in  the  build- 
ing, you  are  in  this  kind  of  business,  and  you  see  he  wants  a  different 
kind  of  business  in  there,  but  if  you  wilfgive  me  $500  I  will  use  my 
influence  to  see  if  I  can  get  you  that  lease." 

We  wanted  to  have  the  man  arrested.  We  wanted  to  have  somebody 
from  the  district  attorney's  office  there  with  the  cash,  and  have  marked 
money  in  his  pocket,  and  the  tenant  said:  "If  you  do  that  and  the 
landlord  knows  about  this  business,  maybe  the  landlord  knows  about 
it,  and  if  he  gets  sore  where  am  I  going  to  be?    Where  can  I  go?    I 


have  a  certain  amount  of  operators  that  I  can  get  here,  and  I  cannot 
find  any  other  people.  I  do  not  believe  I  can  afford  to  take  the  risk, 
I  would  rather  pay  the  money."    And  he  paid  it. 

There  has  been  some  talk  to  the  effect  that  this  condition  is  local  to 
the  city  of  New  York.  This  is  definitely  not  a  fact.  With  limited 
facilities  we  have  been  able  to  learn  of  rent  increases  ranging  the  coun- 
try from  coast  to  coast. 

Attached  to  this  brief  is  an  affidavit  recently  made  up  for  another 
purpose  but  nevertheless  listing  15  serious  rent  cases  in  St.  Louis, 
Wilmington,  Atlanta,  Buffalo,  Waterbury,  Wappingers  Falls,  Chi- 
cago,, Philadelphia,  Beaver  Falls,  Pa.;  Dallas,  Burlington,  and  even 
Ybor  City,  Fla.  In  addition  I  would  like  to  include  a  few  more  recent 
instances  of  national  rent  gouging  as  follows : 

First:  A.  Jacobs  &  Sons,  of  209  West  Fayette  Street,  Baltimore, 
manufacturers  of  uniforms,  whose  rent  has  been  doubled. 

Second :  The  Cort  Shoe  Co.,  of  Cleveland,  Ohio,  who  advise  us  that 
they  were  forced  out  of  a  store  in  Toledo  because  of  an  increase  from 
$300  to  $450  per  month  and  have  now  been  notified  that  their  rent  in 
Cleveland  will  be  raised  from  $275  to  $350  per  .month,  and  their  store 
in  Warren,  Ohio,  will  be  raised  from  $275  to  $325  per  month. 

Third :  The  firm  of  Godott  &  Gross,  Inc.,  of  337  South  Franklin 
Street,  Chicago,  who  paid  $275  a  month  in  1942,  then  were  raised  to 
$350  per  month.  Their  present  lease  now  expires  and  they  have  again 
been  increased  to  $450 — an  increase  of  approximately  60  percent  over 
their  1942  rent. 

Fourth:  The  Philadelphia  Clothing  Manufacturei^  Association  in- 
forms us  that  wliere  leases  are  expiring,  landlords  are  increasing  rents 
anywhere  from  10  to  25  percent. 

Fifth:  The  Koyal  Electric  Supply  Co.,  of  Philadelphia,  had  their 
rent  increased  from  $3,500  per  year  to  $5,250  per  year. 

Sixth :  .The  Philadelphia  Coat  and  Suit  Manufacturers  Association 
lists  five  members  who  have  been  increased — two  of  them  50  percent 
and  the  other  three,  25  percent. 

Seventh :  The  Henry  W.  Checket  Co.,  of  412  North  Eutaw  Street, 
Baltimore,  advises  us  that  their  leases  up  to  now  called  for  a  payment 
of  $4,800  per  annum.  They  write  "we  have  been  forced  to  renew 
a  lease  for  the  same  occupancy  at  an  annual  rental  of  $8,500 — an 
increase  of  77  percent." 

Eighth:  Harry  Panitz  Co.,  of  Baltimore,  raised  from  $2,000  per 
annum  to  $5,000  per  annum. 

Only  Tuesday  of  this  week  four  cases  were  phoned  in  to  us  by  a 
Philadelphia  lawyer.  They  involve  four  of  his  clients,  two  of  whom 
he  could  name,  and  two  who  refused  to  allow  the  use  of  their  names. 

One  was  the  Winsome  Frock  Co.,  at  Eighth  and  Sansom  Streets, 
Philadelphia,  which  was  raised  from  $50  a  month  to  $200  a  month. 
The  reason  they  did  not  object  to  the  use  of  their  name  is  that  they 
no  longer  fear  their  landlord.  They  have  been  forced  out  of  business. 
Just  couldn't  afford  the  rent  and  couldn't  find  other  space. 

Another  case  was  the  J.  White  Republican  Club  operating  a  tap 
room  in  Philadelphia.  They  were  raised  from  $900  a  year  to  $4,000 
a  year  and  were  also  forced  to  move. 

Senator  Taft.  Was  that  because  they  thought  they  would  make  more 
money  this  year? 
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Mr.  Schwab.  I  do  not  think  so.  I  might  add  that  they  operated  a 
tap  room,  as  I  said,  under  that  name. 

The  other  two  cases  involve  a  chain  of  hosiery  stores,  (me  raised 
from  $6,500  a  year  to  $12,000  a  year  with  a  5-year  lease  demanded  in 
Trenton,  the  other  store  being  raised  from  $11,000  to  $19,000  in  Phila- 
delphia. 

These  are  but  a  few  of  the  many  cases  on  record  and  copies  of 
their  communications  to  us  are  now  being  made  and  will  be  supplied 
this  committee  within  the  next  few  days. 

With  all  of  this  indisputable  evidence,  it  is  safe  to  assun'e  that 
the  condition  cannot  be  attributed  to  one  section  of  the  country.  As 
admitted  by  the  Real  Estate  Board,  it  is  caused  by  the  old  law  of  supply 
and  demand.  The  business  acumen  of  the  landlord  in  New  Orleans  or 
Minneapolis  or  San  Francisco  is  just  as  sharp  as  that  of  the  New  York 
property  holder.  The  fact  that  an  avalanche  of  complaints  have  not 
poured  in  from  other  sections  of  the  country  is  due  to  the  inherent  fear 
of  every  businessman  of  retaliation  by  his  landlord.  This  we  find 
has  been  the  case  in  New  York,  where  we  make  our  headquarters.  It 
is  fair  to  infer  that  it  exists  all  over. 

I  might  say  that  at  the  end  of  my  statement  we  have  two  witnesses 
here  who  would  like  to  testify  for  about  2  minutes  each.  They  have 
come  down  from  New  York  to  tell  you  what  happened  to  them  per- 
sonally. 

The  Chaibman.  It  is  our  desire  to  finish  as  close  to  5  o'clock  as 
possible. 

Mr.  Schwab.  I  will  endeaver  to  do  so. 

Since  this  is  not  the  first  hearing  on  this  subject  we  have  already 
learned  the  defense  of  the  real-estate  interests.  By  now  we  know 
their  thinking  and  we  find  it  utterly  irrelevant.  Firstly,  they  will 
tell  you  that  they  had  an  increase  of  operating  costs. 

In  answer  to  that  let  us  chai'ge  before  they  even  make  the  statement 
that  the  fact  that  they  now  enjoy  full  occupancy  as  compared  to  many 
vacancies  during  the  period  preceding  the  war  more  than  compensates 
them  for  whatever  increased  operating  costs  they  now  experience. 

In  addition,  may  we  definitely  charge  that  in  the  great  majority 
of  buildings  service  has  been  curtailed,  elevators  have  been  shut 
down,  night  service  has  been  eliminated,  additional  charges  have 
been  made  for  water  and  janitor  service,  no  repairs  or  redecorating 
is  being  done,  and  so  forth.  Wliy,  then  should  rents  be  increased 
from  cellar  to  garret  at  a  total  cost  of  thousands  to  the  tenants  in 
order  to  compensate  the  building  operators  for  a  very  slight  increase 
in  the  cost  of  coal  or  oil  or  other  supplies  amounting  to  mere  hundreds? 

Their  second  and  prime  reason  for  opposing  any  form  of  legisla- 
tion which  will  curtail  their  now  exorbitant  profits  is  the  fact  that 
in  1928-29,  during  a  period  of  great  national  prosperity,  when 
business  was  good  and  was  not  limited  by  Government  restrictions  on 
material  or  profits,  some  of  these  buildings  and  lofts  enjoyed  even 
higher  rentals  than  they  do  today. 

Then  came  the  great  depression  and  many  vacancies  existed  in 
most  buildings.  Firms  dropped  by  the  wayside  and  as  a  consequence 
the  landlords  were  forced  to  greatly  reduce  rents  in  order  to  keep 
their  tenants  not  only  in  the  buildings,  but  actually  to  keep  them  in 
business. 


"Now ''  says  the  real-estate  man,  "is  the  time  for  us  to  recoup  the 
losses  we  sustained  in  1930-1941."  "Now,"  he  continues,  "under  our 
congressional  franchise  to  operate  without  restriction,  is  tlie  tune 
for  us  to  profiteer  and  inflate  and  get  back  some  of  our  losses.  But 
he  completely  overlooks  the  fact  that  businessmen  as  well  sustained 
severe  losses  during  that  depression  period  and  that  Congress,  in  a 
justifiable  and  highly  necessarv  effort  to  prevent  inflation,  froze  the 
prices  of  all  business  men  and  said  to  them,  in  effect,  "you  shall  not 
profiteer  and  regain  your  losses  at  the  expense  of  the  public. 

In  addition,  the  realty  interests  also  conveniently  overlook  the 
fact  that  in  a  great  preponderance  of  cases,  owners  of  record  during 
the  de[)iession  period  have  long  since  passed  out  of  the  picture.  The 
buildings  were  taken  over  by  life  insurance  companies  and  banks  at 
foreclosure.  New  owners  now  control  them  at  vastly  reduced  costs. 
These  new  ownets  have  no  back  losses  to  make  up — and  still  they 
cry  that  they  must  raise  rents  50  percent,  75  percent,  100  percent  in 
orcler  to  get  a  fair  return  on  their  investment. 

That,  gentlemen,  is  the  case  of  the  realty  owners,  and  I  leave  to 
your  sense  of  justice  and  fairness  whether  or  not  they  should  be  per- 
mitted to  continue  as  the  one  privileged  class  of  businessmen  in  the 
entire  country  permitted— not  by  act  of  Congress— but  by  omission 
of  Congress — ^to  inflate  and  profiteer  without  restriction. 

The  New  York  office  of  the  American  Business  Congress  will  sub- 
mit to  this  committee  upon  its  request  several  thousand  petitions  to 
Congress  and  survey  sheets  showing  rent  increases  from  1942  to  1945, 
terms  of  the  lease,  names  of  the  agents  and  other  pertinent  informa- 
tion, each  petition  and  each  questionnaire  signed  by  the  tenant  in 

person. 

At  this  point  I  would  like  to  read  a  letter  which  was  sent  to  Senator 
James  E.  Murray  of  the  Senate  Small  Business  Committee,  Wash- 
ington, D.  C,  on  November  27,  1944,  in  which  I  said  to  the  Senator— 
I  am  sorry  I  do  not  have  an  extra  copy  of  the  letter  here — ^the  fol- 
lowing : 

We  have  just  made  a  study  of  Senate  Committee  Print  #6,  report  of  the 
Special  Committee  concerning  the  problem  of  commercial  rents  dated  October 
1944.  This  report  was  just  received  in  this  office  during  the  week  ending 
November  25. 

We  understand  that  your  committee  will  be  asked  to  testify  at  hearings  on  the 
Wagner  bill,  S.  2176,  i)efore  the  Senate  Banking  and  Currency  Committee  on 
Thursday,  November  30.  Since  we  are  not  at  all  in  accord  with  the  findings 
of  your  committee,  we  hasten  to  give  you  the  following  facts  in  the  hope  that 
whoever  testifies  for  you  will  consider  new  evidence  and  consequently  not  oppose 
the  Wagner  bill — now  so  badly  needed  by  small  firms  throughout  the  country. 

As  the  problem  relates  to  New  York  City  may  we  advise  you  that  the  figures 
submitted  at  your  hearing  of  June  19  by  Commissioner  l*latzker  representing 
the  city  of  New  York  will  be  materially  revised  when  his  testimony  is  given  at 
the  Wagner  hearing.  The  percentages  indicattnl  by  Mr.  Platzker  were  bad 
enough  at  the  time  but  reflected  only  the  increases  experienced  by  tenants  with 
leases  expiring  January  31,  1944.  Since  that  hearing,  leases  expiring  January 
1, 1945,  have  been  negotiated  and  the  preponderance  of  increases  instead  of  being 
between  zero  i)ercent  and  50  percent  will  be  found  to  be  in  the  bracket  between 
51  and  150  percent.  In  other  words,  increases  in  '40,  '41,  and  '42  were  nominal. 
Then  space  became  tight  and  the  increases  jumped  proportionately. 

Page  4  of  your  report  indicates  the  belief  of  your  committee  that  the  "proper 
source  of  relief  would  seem  to  be  State  governments."  This,  in  itself,  is  a  sur- 
prising statement.  At  no  time  has  the  Federal  Government  suggested  State 
control  of  prices  on  any  commodities  during  this  war  emergency.  When  it  was 
found  necessary  to  freeze  housing  rents.  State  governments  were  not  consulted. 
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We  did  not  consider  the  authorization  to  the  Office  of  Price  Administration  by  Con- 
gress to  control  commercial  rents  as  an  extension  of  the  powers  of  the  Office  of 
Price  Administration.  In  our  opinion  such  an  authorization  would  merely  mean 
the  correction  of  a  great  injustice — the  correction  of  an  equity  created  through  the 
omission  of  such  power  in  the  original  Price  Administration  Act.  State  govern- 
ments would  have  to  create  entirely  new  bureaus  in  order  to  administer  local 
laws  whereas  the  Office  of  I*rice  Administration  is  at  present  organized  to  control 
rents  in  designated  areas  and  an  extension  of  their  authority  would  not  add  a 
material  new  burden. 

The  survey  by  the  Deptirtment  of  Commerce  and  Smaller  War  Plants  Cor- 
poration which  seem  to  form  the  basis  of  the  report  are  wholly  misleading.  Even 
though  "it  is  significant  that  each  of  these  agencies  operating  independently  of 
the  other  comes  to  substantially  the  same  conclusion"  recognition  must  be  given 
the  fact  that  the  survey  made  by  each  agency  wasTmade^through  the  same channeis 
and  was  therefore  wholly  biased. 

In  New  York,  where  no  one  can  contest  the  fact  that  a  startling  and  vicious 
condition  exists,  the  real  estate  board  blandly  denies  the  fact  that  rents  are  being 
raised  abnormally.  As  recently  as  2  weeks  ago  their  representatives  made  a 
statement  at  a  hearing  of  the  State  investigating  committee  to  the  effect  that  rents 
in  New  York  are  being  raised  a  mere  5  percent  or  8  percent  and  this  only  in 
isolated  cases  where  speculators  have  obtained  control.  On  the  other  hand,  we 
are  prepared  to  prove  that  there  are  thousands  of  cases  of  rent  increases  ranging 
up  to  200  percent  and  higher;  that  unconscionable  additional  terms  are  being 
demanded  and  obtained  such  as  long  leases ;  large  cash  bonuses ;  personal  endorse- 
ments on  leases  never  before  demanded;  large  deposits  of  security  never  before 
demanded;  and  additional  payments  for  "insurance,"  "sprinkler  inspection," 
"use  of  water  supply,"  and  so  forth. 

Therefore,  when  the  Department  of  Commerce  report  indicates  that  in  Atlanta 
they  "talked  with  the  Atlanta  Chamber  of  Commerce,  Atlanta  Real  Ej^tate  Board 
and  several  real  estate  agencies"  and  when  they  state  that  in  Boston  they  dis- 
cussed the  question  with  the  "Boston  Real  Estate  Exchange  and  two  leading  in- 
dustrial brokerage  firms '  and  in  Buffalo,  Charleston,  Jacksonville,  Kansas  City, 
and  so  forth,  they  consulted  only  with  real  estate  agents  while  in  Chicago  they 
obtained  their  information  from  the  National  Association  of  Building  Owners  and 
Managers,  what  type  of  answer  could  they  expect  to  get? 

The  Smaller  War  Plants  Corporation  report  is  evidently  not  a  survey  but 
merely  a  report  of  complaints  received  from  individual  offices.  Of  course,  they 
do  not  have  records  of  many  complaints.  Businessmen  know  that  the  Smaller 
War  Plants  Corpoi  ation  does  not  control  rent  and  would  therefore  have  no  reason 
to  make  complaint  to  that  office.  As  a  matter  of  fact,  our  experience  has  shown 
that  most  businessmen,  upon  receiving  a  raise,  consult  their  attorneys,  and,  upon 
learning  that  the  Office  of  Price  Administration  is  without  control,*assnme  that 
nothing  further  can  be  done.  The  majority  fear  reprisal  from  the  landlords  and 
do  not  dare  make  complaint. 

However,  the  Smaller  War  Plants  Corporation  does  indicate  that  in  New 
Orleans  "75  percent  of  the  plants  contacted  that  had  short-term  leases  are  having 
to  negotiate  new  leases  at  increases  of  from  100  to  400  percent."  In  San  Francisco 
they  claim  that  40  percent  of  the  small  plants  report  no  increase.  However,  they 
do  state  that  there  is  a  shortage  of  manufacturing  buildings  and  that  the  only 
way  a  new  business  can  be  established  is  to  buy  the  building.  With  such  a  con- 
dition in  existence,  can  anyone  doubt  that  rents  are  being  raised— or  will  be 
raised— if  no  restricting  law  is  enacted.  In  Detroit  the  report  frankly  states  that 
industrial  rents  have  increased  approximately  50  percent  in  general  since  1941 
and  that  choice  space  "has  brought  some  rental  increases  to  300  percent  over 
1941  levels."  The  report  goes  on  to  state  "premiums  have  been  paid  in  many 
cases  to  secure  necessary  suitable  areas."  Agai^  in  Seattle  the  report  states  "a 
survey  shows  no  unreasonable  increases  in  business  rentals."  Industrial  rentals 
are  very  competitive  because  demand  is  over  supply  throughout  most  of  this 
region.  The  two  statements  do  not  agree.  If  demand  is  over  supply  then  a  full 
survey  is  bound  to  reveal  lar?:e  increases  in  commercial  rents. 

Frankly  it  is  our  opinion  that  both  surveys  and  report  were  rather  loosely 
thrown  together.  Many  conflicting  statements  appear  and  mmch  emphasis  is 
apparently  placed  upon  statements  which  should  be  considered  irrelevant. 
Since  the  testimony  was  submitted  in  June  and  since  the  surveys  were  made  in 
the  summer  months  the  entire  picture  has  changed  and  for  proof  of  this  we  refer 
you  to  the  forty-third  semiannual  survey  just  completed  by  the  National  Associa- 
tion of  Real  P:state  Boards  and  made  public  November  26.    This  report  cites 


conditions  given  by  members  boards  and  experts  throughout  the  country.  It 
Indicates — 

"That  66  percent  of  the  reporting  cities  showed  sales  volume  heavier  than  in 
1943" — because  of  increased  rents  commercial  buildings  now  make  better  invest- 
ments and  are  in  greater  denjand. 

"That  a  shortage  of  retail  space  was  found  to  have  developed  in  one  out  of 
every  four  cities. 

"That  sales  prices  for  central  business  property  were  up  in  51  percent  of  all 

cities. 

"That  business  property  leases  were  being  made  on  higher  rents  than  in  1943 
in  one-third  of  the  cities. 

"That  the  larger  cities  show  the  most  pronounced  uptrend  with  many  busi- 
ness firms  taking  additional  space  for  post-war  expansion. 

"That  office  space  was  higher  in  price  and  in  occupancy  in  many  communities. 

"That  20  percent  of  the  reports  indicate  high  rents  for  office  building  down- 
town quarters — since  office  building  leases  do  not  expire  until  May  1,  this  trend 
will  not  become  apparent  for  another  60  to  90  days. 

"That  a  shortage  of  retail  space  exists  in  more  than  25  percent  of  the  reporting 

cities. 
"That  almost  half  of  the  cities  between  100,000  and  500,000  population  have 

developed  a  shortage." 

From  this  report  of  the  real  estate  interests  themselves  it  is  apparent  that  the 
condition  is  not  confined  locally,  to  New  York  City  but  is  national.  Such  being 
the  case  it  is  definitely  a  problem  for  Office  of  Price  Administration  control. 

Thus,  it  is  our  sincere  hope  that  your  committee  will  reconsider  its  findings 
as  contained  in  the  October  report  and  that  your  representative  in  testifying 
before  the  Senate  Banking  and  Currency  Committee  will  reconmiend  and  urge 
support  for  S.  2176. 

In  closing  may  I  briefly  review  the  condition — 

AH  businessmen  today  operate  under  price  ceilings  even  including 
owners  of  dwellings  in  defense  areas.  Owners  of  commercial  prop- 
erty are  the  sole  ««eeptifms' and  are  taking  advantage  of  the  fact  that 
practically  no  commercial  space  is  available  in  many  cities. 

This  statement  is  corroborated  by  the  report  of  the  National  Asso- 
ciation of  RealEstate  Boards  made  public  November  26.  The  report 
states  conditions  given  by  the  member  boards  and  experts  throughout 
the  country.  It  states  "that  a  shortage  of  retail  space  was  found  to 
liave  developed  in  one  out  of  every  four  cities." 

Tenants  cannot  move  because  of  W.  P.  B.  restrictions  and  wartime 
conditions. 

Tenants  lack  city,  State,  or  Federal  protection  against  rent  in- 
creases. 

Consequently  landlords  are  demanding  exorbitant  rent  increases 
running  as  high  as  200  percent  on  top  of  rent  increases  of  20  per- 
cent to  40  percent  last  year  and  the  year  before. 

Again  we  refer  for  proof  of  this  statement  to  the  report  of  the 
National  Association  of  Real  Estate  Boards  which  states  "that  busi- 
ness property  leases  were  being  made  on  higher  rents  than  in  1943 
in  one-third  of  the  cities."  That  almost  half  of  the  cities  between 
100,000  and  500,000  population  have  developed  a  commercial  space 
shortage  and  that  the  larger  cities  show  the  most  pronounced  up- 
trend with  many  business  firms  taking  additional  space  for  post-war 
expansion. 

Demanding  long  term  leases. 

Throwing  out  small  tenants,  altering  floors,  and  taking  in  new 
tenants  at  tremendous  increases.  Thus,  countless  firms  are  being 
forced  out  of  business  as  they  can  not  find  suitable  space  in  which  to 
operate. 
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Agents  are  demanding  cash  bonuses  running  as  high  as  $1,000,  and 
are  playing  one  tenant  against  the  other,  renting  the  premises  to  the 
highest  bidder. 

As  a  result — 

Countless  firms  are  being  put  out  of  business. 

Other  firms  are  being  forced  to  move  out  of  the  city. 

Wholesale  evictions  will  take  place. 

Thousands  of  iiims  will  be  forced  into  bankruptcy  if  even  a  slight 
depression  follows  V^'-day.  They  cannot  absorb  these  tremendous  in- 
creases for  long  i)eriod  under  normal  or  depressed  business  conditions. 

Thousands  of  workers  will  be  forced  out  of  jobs. 

Once  more  we  repeat  that  the  legislation  we  seek  must  not  be 
deemed  an  extension  of  greater  power  to  O.  P.  A.  Instead  it  should 
be  considered  merely  the  correction  of  an  inequity  and  the  giving  of 
power  which  should  have  been  granted  in  the  original  act.  Nor  do 
we  ask  that  commercial  rents  be  frozen  throughout  the  United  States. 
All  we  urge  is  that  O.  P.  A.  be  given  the  same  powers  it  now  enjoys  in 
relation  to  housing  rentals.  That  the  Administrator  be  given  the 
right  to  freeze  and  control  commercial  rents  where  and  when  he  finds 
such  control  necessary.  If  this  control  is  necessary  in  one  city  or 
only  in  five  cities  then,  at  his  discretion,  he  would  limit  the  applica- 
tion of  the  law  to  those  particular  areas  alone. 

Federal  control  of  commercial  rents  is  most  urgently  needed.  Even 
though  conditions  as  serious  as  those  now  experienced  in  New  York 
have  not  yet  manifested  themselves  in  many  other  cities,  we  urge  that 
they  will  soon  become  apparent  unless  restrictive  legislation  is  quickly 
enacted. 

Gentlemen,  I  would  like  to  add  just  one  more  point,  if  I  may,  and 
then  I  would  like  to  ask  for  2  minutes  each  for  the  next  two  wit- 
nesses. 

The  Chaikman.  If  you  do  not  use  all  of  that  time. 

Mr.  Schwab.  I  am  going  to  stop  here  except  to  answer  just  one 
thing  that  Senator  Taft  has  made  mention  of,  and  that  is  about  the 
matter  of  profits. 

I  think  if  we  take  all  of  the  cases,  or  any  case  as  an  example  of 
some  of  these  170  cases  which  we  are  preparing  to  give  you  today 
as  part  of  our  lecord,  if  we  take  one  of  those 

The  Chairman  (interposing).  Do  you  mean  now,  if  I  ma}^  inter- 
rupt you,  on  the  matter  of  profit  ? 

Mr.  Schwab.  Sir:  not  on  that.  T  have  no  information  on  profit, 
but  I  have  170  cases,  we  picked  out  170  buildings  at  random,  and,  taking 
1  tenant  from  each  building,  and  taking  the  amount  at  that  time  that 
they  were  paying,  we  found  that  in  1942  170  were  paying  $473,000. 
In  1943  thev  were  paying  $504,000.  In  1944  they  were  paying  $592,- 
000.  In  1945  they  will  pay  $819,000.  which  is  an  increase  of  over  70 
percent. 

Senator  Taft.  The  figures  on  the  corporations  as  a  whole  show  that 
they  made  a  profit ;  taking  1940  as  contrasted  with  1944,  their  net  profit 
increased  more  than  70  percent ;  is  that  not  so  ? 

Mr.  Schwab.  I  cannot  tell  whether  that  is  quite  correct.  That  is 
quite  possible. 

Senator  Taft.  You  are  claiming  partly  that  the  real-estate  owners 
profiteer  and  want  the  profit  you  are  making ;  and  I  think  it  is  mate- 


rial to  ask  whether  there  is  something  to  that  and  just  what  the 
situation  is. 

Mr.  Schwab.  I  would  like  to  call  your  attention  to  a  situation  here, 
for  instance,  at  45  West  Eighteenth  Street,  where  the  rent  was  raised 
from  $13,500  to  $30,000. 

Now,  when  that  man  moved  in,  in  1938 — he  has  been  in  the  building 
about  6  years — when  he  moved  in,  he  moved  in  at  a  rental  of  $11,000, 
and  that  was  what  he  could  afford  to  pay  for  his  normal  business. 
But  now,  with  the  circumstances  beyond  his  control,  he  has  been  forced 
to  sign  a  10-year  lease  at  $30,000.  I  do  not  believe  anybody  here  would 
care  to  guarantee  that  the  war  is  going  to  last  for  10  years  and  his 
profits  are  going  to  keep  up  at  that  rate.  Will  you  guarantee  that, 
Senator  Taft  ? 

Senator  Taft.  No,  indeed. 

Mr.  Schwab.  We  all  hope  it  will  not. 

Senator  Taft.  If  he  thought  so,  he  must  have,  if  he  signed  that  lease 
for  10  years ;  otherwise  he  would  not  have  signed  it. 

Mr.  Schwab.  No,  sir ;  he  was  not  in  a  position  to  do  otherwise  than 
sign  the  lease. 

Senator  Taft.  That  may  be  an  isolated  case. 

Mr.  Schwab.  No.  That  is  not  an  isolated  case,  sir.  You  will  note, 
if  you  will  observe  here,  you  will  note  there  are  many  cases  where  the 
tenants  had  to  sign  a  lease  for  a  very  long  period  of  time,  and  they 
know  they  are  going  to  go  into  bankruptcy  if  something  does  not 
happen  that  will  take  care  of  it. 

Senator  Havvkes.  I  would  like  to  ask  this  question,  which  was  asked 
before,  and  I  do  not  believe  I  have  had  an  answer  to  the  question :  If 
you  take  these  cases  here  and  they  are  all  grouped  together,  would  you 
get  a  picture  of  the  over-all  increase  in  rents  in  New  York  City? 
Would  that  show  the  places  that  you  have  touched  upon,  as  well  as 
the  over-all  coverage  for  New  York  City.  We  know  that  we  can  pick 
out  isolated  cases  which  will  not  show  a  true  picture. 

For  instance,  we  were  told  this  morning  that  those  who  owned  prop- 
erty and  held  it  for  a  long  time  and  were  not  in  the  speculator  class 
had  been  very  fair  with  their  tenants.  Have  you  got  all  of  the  vari- 
ous districts  and  all  of  the  various  people  in  your  reports  so  as  to  give 
a  clear  over-all  picture  ? 

Mr.  Schwab.  In  this  report  they  are  all  in. 

Senator  Hawkes.  What  does  that  show  as  to  the  average? 

Mr.  Schwab.  Senator,  I  do  not  have,  unfortunately,  that  informa- 
tion.    I  do  not  have  the  total  figures  on  that. 

Senator  Hawkes.  You  know  you  can  always  pick  up  some  people 
who  misbehave  in  any  industry  any  place  on  earth.  We  are  talking 
about  the  whole  picture,  and  that  is  what  I  would  like  to  get. 

Mr.  Schwab.  We  would  be  very  glad  to  supply  it  later  on. 

Senator  Hawkes.  Commissioner  Platzker  made  the  statement  that 
the  old-time  real  estate  agents  were  not  quite  as  bad  as  the  speculators. 
In  fact,  he  did  better  than  that.  He  said  they  behaved  themselves 
very  well. 

Mr.  Schwab.  I  know  he  did.  Senator  Hawkes,  but  I  cannot  agree 
with  that  when  I  am  aware  of  such  things  as  have  come  to  niy  atten- 
tion. You  must  understand,  of  course,  that  Commissioner  Platzker 
is  more  or  less  in  a  public  position.  As  a  commissioner  he  may  not  be 
able  to  talk  as  freely  as  he  would  like  to.     I  do  not  depend  upon  the 
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State  or  any  Government  to  support  me,  and  I  feel  that  I  am  able  to 
give  you  the  fact$  as  I  know  them. 

When  I  read  such  names  as  Adams  &  Co.,  Bing  &  Bing,  and  others 
of  these  companies,  I  think  Senator  Wagner  will  bear  me  out  that  they 
are  old-time  firms,  and  we  have  given  the  names  of  the  agents  and  we 
have  given  in  our  lists  here  cases  of  these  people  all  up  and  down  the 
line,  because  we  wanted  to  make  this  as  a  cross  section,  and  therefore, 
we  are  trying  to  make  it  as  broad  as  possible. 

I  should  also  like  to  present  at  this  time  a  few  remarks  on  behalf 
of  the  Associated  Fur  Coat  &  Trimming  Manufacturers,  Inc. 

The  Associated  Fur  Coat  &  Trimming  Manufacturers,  Inc.,  which 
is  a  New  York  membership  organization  composed  of  750  individuals, 
copartnerships,  and  corporations  engaged  in  the  manufacture  of  fur- 
wearing  apparel,  employing  approximately  15,000  persons,  joins  all 
the  supporters  of  the  above  bill  introduced  by  Senator  Wagner,  which 
has  for  its  objective  the  control  of  all  rentals  for  business  establish- 
ments. 

The  members  of  our  association  are  confined  to  an  area  known  as 
the  fur  market  of  the  city  of  New  York,  which  is  roughly  limited 
on  the  south  by  Twenty-fifth  Street,  on  the  north  by  Thirtieth  Street, 
on  the  east  by  Sixth  Avenue,  and  on  the  west  by  Eighth  Avenue,  and 
in  addition  to  those  establishments  operated  and  maintained  by  the 
members  of  our  association,  there  are  many  other  fur-manufacturing 
and  dealing  establisliments  also  conducted  in  this  area. 

A  canvas  conducted  by  us  among  our  members  so  situated,  reveals 
the  fact  that  landlords  in  this  area,  apparently  acting  in  concert,  are 
demanding  that  leases,  to  be  renewed,  shall  contain  provisions  for 
extended  terms,  at  largely  increased  rentals,  and  some  of  our  members 
have  already  been  compelled  to  accept  renewals  of  their  leases  on  these 
bases. 

It  appears  that  whereas  the  common  renting  practice,  heretofore  in 
this  industry,  has  been  established  on  the  basis  of  leases  running  for  1 
year  or  sometimes  2-year  terms,  landlords  now  insist,  as  a  condition 
precedent  to  renewal,  that  the  terms  of  such  leases  shall  be  for  periods 
ranging  from  3  years  upward,  and  the  rental  levels  provided  for  in 
such  proposed  extension  or  renewal  leases  reflect  increases  ranging 
from  8  percent  through  50  percent  over  current  rentals,  and  that  the 
average  of  the  increases  so  demanded,  in  a  partial  survey  which  we 
have  just  undertaken,  is  30  percent. 

It  must  be  perfectly  apparent  from  these  figures  that  owners  and 
operators  of  industrial  properties  located  in  the  fur  area  are  taking 
advantage,  either  individually  or  in  concert,  of  the  fact  that  no  form 
of  rent  control  of  properties  of  this  nature  has  been  undertaken  up 
to  this  time,  and  are  seeking  to  secure  to  themselves,  through  the  device 
of  long-term  lettings  coupled  with  excessively  high  rentals,  the  advan- 
tages which  they  can  now  secure  to  themselves  by  reason  of  a  shortage 
of  premises  suitable  for  the  purposes  of  this  industry  which  prevails 
at  tne  moment  by  reason  of  curtailment  of  construction  growing  out  of 
the  war  emergency.  By  so  doing,  obviously,  they  hope  to  retain  these 
advantages  against  the  time  when  lessened  national  defense  and  war 
effort  demands  would  otherwise  bring  an  end  to  this  condition. 

Accordingly  this  association,  on  behalf  of  its  members,  respectfully 
urges  Congress : 

First,  that  it  adopt  Senate  bill  2176,  introduced  by  Senator  Wagner. 


Second,  that  rent  control  should  be  extended  to  include  industrial 

buildings.  .    •      .      , 

Third,  that  industrial  rentals  should  be  frozen  at  existing  levels. 
Fourth,  that  landlords  shall  be  restrained  from  exacting  long-term 

extensions  or  renewals  of  existing  leases. 
And  now  we  have  Mr.  Kosenblatt,  whom  I  would  like  to  present  just 

for  a  minute. 

> 

STATEMENT  OF  A.  J.  ROSENBLATT,  OF  ROSENBLATT  FROCKS,  NEW 

YORK  CITY 

Mr.  Rosenblatt.  Mr.  Chairman  and  members  of  the  committee,  my 
name  is  A.  J.  Rosenblatt,  and  I  am  a  contractor  for  dresses,  or  was. 

The  Chaikman.  And  you  live  in  New  York? 

Mr.  Rosenblatt.  Yes,  Mr.  Chairman.  I  happened  to  be  in  this 
building  where  I  was  for  17  years,  and  I  have  been  a  very  desirable 
tenant  in  that  building.    I  have  paid  my  rent  on  time  for  a  very  long 

time. 

And  then  one  day  I  received  a  letter  from  my  landlord  that  my  lease 
was  no  longer  to  be  renewed.  I  started  in  to  look  for  a  new  loft,  and 
it  was  impossible  for  me  to  get  one.  I  went  up  to  the  landlord  and  I 
asked  him  whether  or  not  he  would  tell  me  why  did  he  do  that  ?  And 
he  said,  "Well,  I  want  to  put  my  building  on  a  better  standard.  I  do 
not  want  any  more  contractors." 

I  said,  "Mr.  Settle,  do  you  realize  that  I  am  a  man  of  more  than  60 
years  of  age  ?  You  are  not  putting  me  out  of  the  loft.  You  are  put- 
ting me  out  of  business.  I  still  have  a  family  and  myself  to  support. 
So  what  am  I  going  to  do  ?    I  cannot  get  a  loft." 

He  says,  "T^at  am  I  to  do?  Am  I  to  keep  you  myself  all  of  your 
life  and  in  my  building?" 

I  said,  "Well,  you  should  remember  that  I  wanted  to  get  out  of  your 
building  a  long  time  ago,  and  your  father  met  me  and  he  raised  every 
objection  he  could  think  of  to  me  going  oiit  of  the  building.  It  was 
different  then.  He  told  me  not  to  look  for  any  other  building.  He  did 
not  ever  want  me  to  leave,  and  he  made  every  possible  argument  why 
I  ^ould  stay. 

He  said  at  that  time,  "I  want  you,  I  want  you  because  you  are  a  de- 
sirable tenant.    I  want  desirable  tenants  like  you  in  my  building." 

I  said  to  him,  "I  am  going  to  work  on  cheaper  dresses,  and  I  must  add 
more  space."  He  said,  "Do  not  worry  about  that.  I  have  a  vacant  loft 
next  to  you,  and  I'll  tear  down  the  partition  and  let  you  have  that  space 
also.  I  will  give  you  that  unit  next  door.  I  will  give  you  more  space, 
and  I  will  give  you  a  reasonable  rental,"  which  he  did. 

Well,  gentlemen,  this  was  the  way  it  went,  then,  around  1942  I  was 
raised  $300,  so  that  it  was  $1,900.  And  then  I  was  raised  to  $300  more 
in  1943,  and  then  $400,  and  in  1944,  $3,000. 

Now,  I  have  to  go  and  get  out  of  the  building,  and  when  I  went  to 
him  he  said  to  me,  "Mr.  Rosenblatt,  you  have  some  influential  friends, 
and  they  have  called  me  up  to  see  what  I  can  do  for  you.  And  I  tell 
you  what  I  am  going  to  do,  I  am  going  to  try  to  find  you  some  space 
elsewhere,  and  if  there  is  any  compensation  to  it,  I  want  to  be  fair 
about  it." 
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One  day  the  agent  comes  up  from  the  building  and  says,  "I  have  a 
loft  for  you,  Mr.  Rosenblatt,  come,  I  want  you  to  see  it." 

And  we  went  walking  down  Eighth  Avenue  and  he  said  to  me, 
"This  loft  is  going  to  cost  you  $2,500  to  get  this  loft,  in  cash,''  he  told 
me  it  would  cost  me  that  much  before  I  even  got  the  loft  itself.  I 
did  not  say  anything,  whether  I  will  give  it  or  not,  because  I  wanted  to 
see  what  it  was.  8o,  I  said  to  liim,  "What  is  the  rent  for  this  loft  going 
to  be  ?"   And  he  said,  "It  is  going  to  be  $2,500." 

I  said,  "Well,  here  we  have  this  little  loft  here,  and  where  can  I 
put  my  machinery?  I  have  a  plant  of  62  machines,  and  it  took  me 
17  long  years  of  my  life  slaving  like  a  dog  to  get  this  machinery  to- 
gether.   I  can  only  put  in  here  10  machines." 

He  said,  "Well,  do  not  bother  me.  That  is  not  my  worry  how  you 
are  going  to  do  that." 

I  went  again  to  Mr.  Settle  and  he  said,  "Mr.  Rosenblatt,  I  cannot 
do  anything  for  3'ou.    I  have  nothing  I  can  do  for  you." 

Finally  I  found  a  loft  on  Twenty-fifth  Street,  but  it  is  no  good  to  me 
because  my  girls  would  not  go  over  there.  And  the  agent  wants  $500 
to  get  the  lease  for  me.  I  went  up  to  Mr.  Settle  and  I  said,  "Mr.  Settle, 
I  have  a  chance  to  get  a  loft  and  the  agent  wants  $500  to  get  it  for 
me." 

And  he  said,  "What  of  it?" 

"Well,"  I  said,  "you  are  taking  me  away,  making  me  go  away  from 
your  premises,  and  I  think  you  should  help  out  on  this." 

He  said  to  me,  "You  have  taken  my  name  and  plastered  it  all  around. 
You  have  fixed  up  this  thing  before  the  A.  B.  C.  outfit,  and  I  have 
gotten  a  lot  of  bad  publicity,  and  with  all  of  this  publicity  that  you 
have  given  me  now,  you  want  me  to  give  you  $500  ?" 

We  just  happened  to  have  a  pamphlet  which  said  something  about 
landlords  and  it  gave  his  name,  his  name  happened  to  appear  in  that 
pamphlet.    He  said,  "You  are  not  going  to  get  a  buck." 

Well,  I  knew  I  had  nothing  more  to  lose  by  what  I  did  there.  I 
looked  at  his  fathers'  picture  on  the  wall  and  I  said,  "Do  you  know 
who  that  man  is  there?"    And  he  said,  "Yes;  that  is  my  dad." 

I  said  to  him,  "Mr.  Settle,  you  have  rolled  a  long  way  from  that 
group  that  brought  you  into  the  world,  that  you  do  not  worry  at  doing 
a  thing  like  this,  but  you  certainly  do  not  resemble  very  much  those 
from  whom  you  came.^' 

And  he  got  vei*y  mad  at  that.  And  he  said,  "Get  out.  Get  out.  Get 
out."    And  he  threw  me  out  of  the  place. 

Now,  I  do  not  know  what  to  do.  I  do  not  know  whether  I  will  have 
to  pay  $500  to  the  agent,  and  then  it  will  cost  me  $3,000  to  move.  And 
I  do  not  have  any  employees  who  will  go  away  over  there. 

What  is  happening  to  me  is  not  something  to  me  alone.  That  is  what 
is  being  done  in  New  York  to  many  people.  Seventeen  long  years  I 
have  slaved  there  to  build  up  my  business.  I  am  not  a  rich  man.  I 
am  a  contractor.  And  you  gentlemen  who  are  familiar  with  the  dress 
industry  know  that,  especially  in  the  popular  lines,  it  is  a  very  season- 
able industry,  working  4  months,  we  have  to  make  in  4  months  enough 
to  exist  on  for  12  months. 

I  am  faced  with  the  problem  of  paying  out  $500  to  get  the  loft,  $3,000 
to  move,  and  then  a  vei*y  high  rent  of  around  $3,000  a  year  after  I  get 
in  there.  I  do  not  know  what  I  can  do.  I  know  I  cannot  do  that,  so 
I  am  out  of  business. 


The  Chairman.  What  happened  to  the  loft? 

Mr.  Rosenblatt.  I  have  not  got  it  yet,  the  man  wants  $500  to  get  it 

forme.  ' 

The  Chairman.  What  happened  to  the  loft  where  you  are  now  ? 

Mr.  Rosenblatt.  They  rented  it,  without  asking  me  anythmg  about 
it.  He  did  not  ask  me  for  any  increase.  He  just  wrote  me  a  letter  aud 
said  that  he  had  rented  it  to  somebody  else. 

Senator  Hawkes.  Do  they  have  the  same  type  of  business  in  there? 

Mr.  Rosenblatt.  No.  He  has  rented  that  to  a  chain  outfit.  They 
have  several  stores,  and  they  make  that  their  office  and  stock  room. 

The  Chairman.  Do  you  know  how  much  more  he  is  paying  ? 

Mr.  Rosenblatt.  I  do  not  know  how  much  more  he  is  paying,  but 
he  has  not  only  out-rented  me,  but  there  are  five  tenants  in  that  build- 
ing, and  he  has  out-rented  me  and  mv  neighbors  on  my  right  and  my 

left. 

He  took  them  away,  took  that  space  away  from  them,  and  that ;;  .  J 
was  at  the  option  of  this  chain  outfit,  and  he  rented  the  other  two  units,* 
but  it  just  so  happens  that  they  did  not  want  two  of  the  units,  or  her 
would  have  let  them  have  the  whole  building,  I  suppose. 

As  to  this  matter,  it  just  happened  that  I  stopped  him  to  make  me 
some  explanation  and  he  said,  "I  am  not  going  to  give  you  anything, 
especially  for  the  publicity."  I  said,  "I  did  not  give  you  any  publicity. 
You  have  taken  the  publicity  yourself." 

I  thank  you  very  much,  gentlemen,  and  I  hope  you  can  help  us  out 
some  way. 

Tlie  Chairman.  Mr.  Shapiro. 

STATEMENT  OF  J.  IRWIN  SHAPIRO,  REPRESENTING  THE  UNITED 
POPULAR  DRESS  MANUFACTURERS  ASSOCIATION,  INC. 

Mr.  Shapiro.  My  name  is  J.  Irwin  Shapiro,  51  Chambers  Street^ 
New  York,  N.  Y.  I  am  speaking  for  the  other  witness,  because  he  is 
presently  engaged  in  negotiations  with  his  landlord,  and  he  is  afraid 
that  if  his  name  is  given  out  now,  it  might  interfere  with  it.  I  will 
give  his  name  to  the  committee,  off  of  the  record. 

I  might  state  that  I  represent  the  United  Popular  Dress  Manu- 
facturers Association,  Inc. 

In  connection  with  this  witness  who  was  to  testify,  and  speaking  for 
him,  I  can  say  that  this  is  his  situation,  and  it  is  the  situation  of  the 
other  tenants  in  this  same  building. 

In  1942  his  rental  was  $1,500.  In  1943  it  was  increased  to  $1,800. 
In  1944  it  was  increased  to  $2,100. 

His  lease  expires  January  31, 1945,  as  do  all  the  leases  in  the  neigh- 
borhood, and  they  now  want  $5,500.  So  then  from  the  year  1942  to 
1945  you  have  an  increase  from  $1,600  to  $5,500. 

This  is  not  an  isolated  instance.  I  have  collated  here  some  50  such 
cases,  which  I  would  like  to  discuss,  but  due  to  the  lateness  of  tho 
hour,  I  will  leave  them  with  you  with  the  thought  that  I  speak  for 
those  men,  and  they  are  members  of  the  association  which  I  represent. 
They  are  what  is  known  in  our  industry  as  contractors.  They  are  not 
in  the  big  money.  They  call  themselves  "manufacturers"  but  they  are 
really  foremen.  They  do  not  work  on  a  manufacturer-to-consumer 
basis,  but  they  work  on  a  fixed  overhead  of  30  percent  which  covers 
the  original  cost  of  their  machinery,  keeping  it  in  repair,  rent,  and 
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various  other  matters  which  go  to  make  up  overhead,  the  labor  cost 
itself  being  paid  for  by  the  manufacturer.  This  30  percent  is  paid 
to  them  to  cover  their  entire  overhead  and  whatever  is  left  is  their 
profit. 

Now,  when  the  O.  P.  A.  came  in  they  were  frozen  at  30  percent. 
When  the  workers  were  given  an  increase  the  O.  P.  A.  went  so  far 
as  to  say  that  the  contractor  could  not  get  the  30  percent  on  the  in- 
creased rate,  but  must  take  that  on  the  old  schedule. 

These  men  are  not  manufacturers,  they  are  in  the  small  money  class, 
they  are  really  foremen.  That  is  what  I  want  to  emphasize.  That 
is  what  they  really  are. 

When  they  are  increased  from  $1,600  to  $5,500  in  a  space  of  3 
years,  at  a  time  when  they  are  doing  their  best  to  carry  on,  it  simply 
means  that  they  cannot  stay  in  business.  They  cannot  .stay  where 
they  are  with  the  loft  situation  as  it  is,  they  do  not  have  any  place 
left  to  go  in  the  city  of  New  York. 

As  a  matter  of  fact,  if  it  were  possible  for  a  man  to  move  out  of  the 
area  into  some  other  area,  he  simply  could  not  keep  his  workers  be- 
cause they  would  not  go  with  him,  but  that  is  academic,  because,  in  the 
city  of  New  York,  there  is  no  place  available  to  them. 

I  am  going  to  leave  this  list  of  names  with  you.  If  something  is 
not  done  about  this,  it  simply  means  that  on  January  31  a  great  por- 
tion of  them  will  be  forced  out  of  business. 

Senator  Hawkes.  What  is  this  United  Popular  Dress  Manufac- 
turers Association  ? 

Mr.  Shapiro.  United  Popular  Dress  Manufacturers  Association, 
Inc.,  is  a  membership  corporation  organized  and  existing  under  the 
laws  of  the  State  of  New  York  and  having  its  offices  at  450  Seventh 
Avenue,  in  the  Borough  of  Manhattan,  city,  county,  and  State  of 
New  York. 

Its  membership  totals  over  700  all  of  whom  are  contractors  en- 
gaged in  the  manufacture  of  dresses  within  the  environs  of  Greater 
New  York  and  the  very  great  majority  of  whom  have  their  places  of 
business  within  the  territorial  confines  of  the  city  of  New  York. 

In  behalf  of  its  700  members,  United  Popular  Dress  Manufacturers 
Association,  Inc.,  vigorously  urges  upon  the  committee  that  it  at  once 
throw  all  of  its  prestige  behind  immediate  enactment  of  legislation — 
whether  Federal,  State,  or  local — providing  for  stabilization  of  com- 
mercial rents  in  the  city  of  New  York. 

The  experience  of  the  members  of  this  association  indicates  that  we 
are  dealing  with  a  run-away  situation  which  must  be  immediately 
curbed  if  small  businessmen,  such  as  they  are,  are  not  to  be  completely 
destroyed  and  driven  from  business. 

Well  over  one-half  of  our  members  have  been  and  are  being  com- 
pelled to  pay  substantial  increases  in  rental.  These  increases  have 
run  all  the  way  up  to  100  percent  of  the  former  rental. 

By  way  of  illustration,  we  may  note  the  following  as  typical  exam- 
ples: One  concern  formerly  paying  $125  per  month  is  now  paying 
$243.75,  an  increase  of  95  percent.  A  second  concern,  formerly  paying 
$125  per  month,  is  now  paying  $247.75,  an  increase  of  98  percent.  A 
third  concern,  formerly  paying  $60  per  month,  is  now  paying  $95,  an 


increase  of  58  percent.  A  fourth  concern,  formerly  paying  $130,  is 
now  paying  $200,  an  increase  of  54  percent ;  and  a  fifth  concern,  for- 
merly paying  $70,  is  now  paying  $100,  an  increase  of  43  percent. 

These  illustrations  might  be  multiplied  many  times,  but  they  will 
serve  to  indicate  the  undeniable  trend  toward  almost  unbelievable  in- 
crease in  rental.  Certain  it  is  that  these  increases  are  but  the  begin- 
ning of  an  upward  swing  which  must  be  checked  by  legislation,  smce 
the  avarice  and  cupidity  of  most  of  the  landlords  apparently  knows 
no  bounds. 

Where  the  landlord  is  ashamed  to  ask  an  inordinate  increase  in  rent, 
he  simply  requires  the  tenant  to  remove  from  his  loft  and  then  lets  the 
same  to  a  new  tenant  at  a  greater  increased  price.  Of  course,  the  ten- 
ant who  has  been  thus  evicted  must,  in  turn,  pay  a  substantially  in- 
creased rental  to  his  new  landlord,  assuming,  of  course,  that  he  is 
lucky  enough  to  find  new  quarters  at  any  rental  however  high,  so 
that  the  end  result  is  that  the  tenant  is  caught  in  a  squeeze  whether 
he  stays  in  his  old  loft  or  moves  to  a  new  one. 

By  way  of  illustration,  may  I  refer  to  the  case  of  one  of  our  mem- 
bers who,  after  17  years  of  satisfactory  tenancy  in  a  single  building,  has 
now  been  told  that  he  must  move  because  the  landlord  has,  without  ne- 
gotiation of  any  kind  with  him,  rented  his  loft  to  another  tenant.  The 
result  of  this  action  on  the  part  of  the  landlord  can  only  be  the  finan- 
cial extermination  of  the  tenant  who,  notwithstanding  many  weeks  of 
effort,  has  been  unable  to  find  any  usable  loft  space.  The  member  to 
whom  reference  is  made  is  A.  J.  Rosenblatt,  doing  business  as  Rosen- 
blatt Frocks  at  370  West  Thirty-fifth  Street.  Mr.  Rosenblatt's  plight 
has  been  directed  to  the  attention  of  Commissioner  Platzker  by  a  com- 
munication dated  September  25. 

Upon  the  basis  of  the  experience  of  our  own  members  fortified  and 
reinforced  by  those  of  others  which  have  come  to  our  attention,  we  are 
convinced  that  this  matter  cannot  be  handled  through  the  voluntary 
self-restraint  of  the  landlords.  On  the  contrary,  we  are  convinced  that 
the  only  solution  to  this  problem  lies  in  enactment  of  legislation  fixing 
the  maximum  boundaries  of  commercial  rentals.  Thus  and  only  thus 
will  all  owners  of  commercial  buildings  be  brought  under  governmental 
control;  thus  and  only  thus  will  power  to  enforce  decision  be  vested 
in  an  agency  qualified  to  exercise  that  power. 

The  members  of  this  association  are  subject  to  Maximum  Price 
Regulation  No.  172  issued  by  the  Office  of  Price  Administration. 
Their  income  is  accordingly  definitely  limited  by  law.  However, 
with  the  present  situation  as  to  rentals,  no  like  limitation  is  imposed 
upon  their  expenses.  Under  such  circumstances,  they  can  no  longer 
hope  to  exist. 

The  one  certain  remedy  is  in  the  enactment  of  legislation  controlling 
commercial  rentals.  We  respectfully  urge  upon  this  committee  that 
it  immediately  throw  its  influence  behind  prompt  enactment  of  such 
legislation.  We  remind  the  committee  that  the  hour  is  growing  late 
and  that  the  day  is  fast  approaching  when  relief  will  have  proven  in 
vain  since  almost  all  of  the  loft  leases  expire  on  January  31,  1945, 
we  look  forward  with  confidence  to  speedy  and  corrective  action  by 
your  committee. 
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STATEMENT  OF  S.  HOWARD  IMBREY,  COUNSEL,  NATIONAL 
WOMEN'S  NECKWEAR  AND  SCARF  ASSOCIATION,  INC.,  NEW 
YORK,  N.  Y. 

Mr.  Imrrey.  Gentlemen  of  the  committee:  For  the  fifth  time  I 
am  appearing  at  a  public  hearing  as  a  representative  of  a  large  body 
of  tenants  in  commercial  buildings  in  New  York,  to  ask  lielp  for  legis- 
lation which  will  prevent  the  uneconomic,  un-American,  and  cruel 
practices  of  owners  of  these  buildings  in  taking  advantage  of  a  situa- 
tion brought  about  by  the  war,  in  an  attempt  to  benefit  their  own 
pockets,  with  complete  disregard  of  whatever  other  effect  it  may  have 
on  others  or  their  businesses  or  even  on  the  war  effort. 

In  discussing  this  matter  with  my  conferrees  the  other  day,  I  made 
the  suggestion  that  psychologically  those  hearing  arguments  pro  and 
con,  were  most  affected  by  particular  cases  of  hardship,  especially 
where  sympathies  would  normally  l^e  aroused  to  the  extent  of  causing 
a  reaction  which  would  require  the  doing  of  something  innnediately 
that  would  put  a  stop  to  such  actions. 

However,  because  of  the  shortness  of  time  allotted  I  must  perforce 
be  brief  and  cannot  pick  out  one  or  two  cases  which  are  deserving 
of  the  utmost  consideration  on  your  part,  when  I  have  a  large  number 
of  such  cases.  The  formula  is  about  the  same  in  nearly  all.  Concerns 
have  been  in  business  a  number  of  yeai*s,  they  have  geared  themselves 
up  to  a  particular  amount  of  business  and  a  particular  overhead  upon 
which  their  prices  have  always  been  based.  Then  the  O.  P.  A.  came 
along  and  put  a  ceiling  on  their  prices  so  that  they  could  not  raise  them 
no  matter  how  the  increase  in  cost  of  labor  or  materials  would  decrease 
their  net  profits.  These  increased  costs  they  have  had  to  observe  and 
have  done  so  and  have  tried  very  hard  to  do  enough  volume  to  over- 
come these  losses. 

Now,  along  comes  the  landlord,  increases  their  rent  to  such  an  extent 
that  in  many  cases  it  has  resulted  in  a  deduction  of  a  substantial 
amount  from  the  net  profit. 

If  he  goes  out  of  business,  naturally  his  employees  are  out  and  dis- 
located, and  must  seek  other  jobs  in  business  that  are  less  familiar 
to  them  and  their  earning  power  is  often  reduced  accordingly. 

If  he  decides  to  move  elsewhere,  he  finds  that  it  is,  of  course,  impos- 
sible to  get  anything  within  the  confines  of  the  city  of  New  York,  or 
even  nearby  in  the  State  of  New  York,  so  he  goes  to  other  States  but 
there  he  finds  that  the  trend  has  already  caught  on  and  that  i-ents 
are  almost  as  high  proportionately  as  in  New  York.  All  this  comes 
of  lack  of  space  and  increase  of  demand  for  space,  of  which  the  land- 
lord is  taking  such  very  excellent  advantage. 

Furthermore,  if  he  does  find  a  place,  whether  in  the  city  or  out  of  it, 
and  wants  to  move,  he  is  confronted  with  the  fact  that  the  W.  P.  B. 
has  made  certain  regulations  which  pi-e vents  his  getting  any  fixtures 
or  machinery  so  that  it  is  practically  impossible  to  install  a  new  factory 
in  another  building.  The  necessary  changes  to  be  made  in  setting  up 
the  shops  make  it  impossible  to  move  without  getting  the  proper 
licenses. 

Thus,  as  I  have  often  remarked,  the  tenant  manufacturer  is  crushed 
between  the  upper  stone  of  the  ().  P.  A.  price  ceilings  and  the  nether 
stone  of  W.  P.  B.  regidations  along  with  the  scarcity  of  space. 


Added  to  the  wrongs  that  the  ownei-s  are  doing  in  taking  advantage 
of  the  impossibility  of  the  tenants  to  refuse  high  rentals  no  matter 
liow  inordinate,  the  tenants  are  required  to  sign  a  longer  lease  than 
they  had  ever  before  been  accustomed  to,  in  order  that  the  landlord 
may  be  sure  that  no  matter  w  hat  change  the  post-war  will  bring,  their 
high  rents  will  roll  on  just  the  same. 

It  is  a  favorite  argument  of  the  owners  that  the  rents  have  been 
low  for  many  years  and  they  should  be  permitted  to  recoup  some  of 
their  losses.  While  there  is  an  element  of  truth  in  the  fact  that  rents 
were  subnormally  low  up  to  about  1940,  since  that  time  rents  had  been 
raised  yearly  so  that  by  1942  fair  rents  were  again  being  i-eceived  bv 
the  landlords  and  it  is  these  rents  which  should  be  regarded  as  normal. 

Furthermore,  in  most  instances  it  is  not  the  landlords  who  are  now 
raising  the  rents  who  suffered  the  losses,  because  in  a  very  large  per- 
centage of  the  cases  those  landlords  now  asking  for  the  greatest  in- 
creases and  the  longest  terms  only  recently  acquired  the  property  or 
perhaps  within  the  last  year  or  so.  This  raise  gives  them  the  oppor- 
tunity to  get  back  in  1  year  almost  all  of  the  cash  they  put  into  the 
building  because  in  most  instances  the  buildings  are  acquired  with  a 
minimum  amount  of  cash  the  properties  being  heavily  mortgaged. 
Those  owners  can  get  out  their  money,  make  a  handsome  profit  within 
the  next  2  or  3  years  and  then,  if  conditions  change  so  that  the  tenants 
can  no  longer  pay  these  high  rents,  they  will  drop  these  properties 
like  hot  potatoes,  and  conditions  will  prevail  similar  to  those  which 
existed  in  the  early  thirties  and  their  escutcheon  will  bear  the  coat  of 
arms  showing  the  same  owners  astride  a  jackass  rampant,  the  jackass, 
of  course,  being  the  mortgagee  who  in  the  end  will,  of  course,  suffer 
as  he  did  in  those  same  years  and  the  real-estate  market  will  again  go 
into  the  doldrums,  resulting  in  loss  to  everyone,  including  the  city, 
county.  State,  and  Government  from  the  tax  angle. 

Another  one  of  the  arguments  used  by  the  real-estate  interests  who 
lobbied  so  prodigiously  in  the  State  legislature  against  any  State  action 
and  won,  is  that  the  present  tenants  are  doing  a  greater  volume  of 
business  than  they  ever  did  before.  That  may  verily  be  true,  but  with 
their  greater  volume  of  business  circumscribed  as  they  are,  they  may 
in  many  instances  be  making  very  much  less  money,  particularly  those 
who  conscientiously  follow  the  price  and  labor  regulations.  The  others 
will  find  that  these  regulations  will  catch  up  with  them  in  time  and 
they,  too,  w  ill  not  benefit  from  any  increased  volume. 

I  am  filing  herewith  a  list  showing  a  cross  section  of  the  member- 
ship of  the  National  Women's  Neckwear  and  Scarf  Association,  which 
has  complained  about  rent  gouging. 

I  have  only  taken  about  20  of  the  cases  and  there  are  many  times 
that  many,  this  being  just  a  cross  section  of  the  industry.  I  have  not 
chosen  the  worst  in  each  instance,  simply  showing  what  raises  are 
being  asked  in  the  ordinary  situation.  But  these  are  not  the  worst 
cases,  the  worst  ones  are  those  where  the  landlords  have  decided  that 
they  will  not  permit  the  tenants  to  remain  even  if  the  tenant  is 
willing  to  pay  3  or  4  or  even  10  times  the  rent.  These  tenants  are  in 
a  horrible  position.  They  cannot  stay,  and  getting  out  means  closing 
up.  If  something  is  not  done  immediately  alDout  this  a  large  number 
of  concerns  will  thus  be  annihilated. 

(The  above-mentioned  list  of  cases  appears  at  the  conclusion  of 
the  statement  of  the  witness.) 
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While  my  industry  is  an  accessory  industry  and  does  not  do  war 
work,  I  have  been  told  of  cases  where  this  has  happened  even  though 
war  work  was  being  done.  It  will  be  too  late  to  remedy  these  situa- 
tions after  dispossesses  have  taken  place. 

Most  of  these  leases  expire  at  the  end  of  January.  Many  tenants 
are  making  desperate  arrangements  and  moving  to  places  totally 
unfit  to  house  them,  even  temporarily,  because  they  do  not  know  what 
else  to  do  and  are  trying  to  remain  in  business.  Something  must  be 
done  and  done  very  quickly  to  remedy  this  situation. 

The  giving  of  power,  by  Congress,  to  the  O.  P.  A.  to  freeze  com- 
mercial, as  well  as  other  rents,  in  such  areas  as  the  O.  P.  A.  shall 
find  require  freezing,  and  giving  the  O.  P.  A.  discretion,  so  that 
where  some  increase  is  justified  it  may  be  obtained,  will  have  a  very 
salutary  effect  all  over  the  country,  and  Congress  will  be  thrice 
blessed  by  thousands  upon  thousands  of  these  tenants  who  now  look 
with  hopeless  eyes  into  the  very  near  future. 

Commercial  rents  (New  York  City) 


Name 


Levine  &  Nackman  Co.,  575  8th  Ave 

B.  J.  Loeb  Co.,  16  West  36th  St 

D.  Kissen  &  Co.,  33-35  East  21st  St 

Engel  Bauer  &  Co.,  Inc.,  49  West  37th  St. 
Do 


Sam  Roscher  &  Co..  54  West  21st  St 

The  Specialty  House,  63-65  West  36th  St 

H.  Hammerschlag,  39  West  32d  St 

Rosenthal*  Hallel,  1&-18  West  22d  St 

Superior  Hemmin^r  &  Stitching,  16-18  West  22d  St 

Usatch  Bros.,  16  West  36th  St 

Braunstein  Manufacturing  Co..  37  West  37th  St...    . 

I.  J.  Nethe  &  Co.,  12  West  37th  St 

G.  Mesaros  Co.,  15  West  36th  St 

Martin  H.  Singer,  10  West  37th  St 

Premier  Neckwear  Co.,  29  West  36th  St.: 

1938-40 $1, 500 

1940-42 1,660 

1942-43... 1,800 

1943 2,400 

A.  Rosen,  535  8th  Ave.. 

Roth  Manufacturing  Co.,  22-24  West  38th  St ... 

Timely  Accessories,  Inc 


1942 


$1,200 


1  20  percent  increase. 
» 25  percent  increase. 


1943 


$1,300 
1,400 
2,012 


1,350 
1,440 


1944 


1,500 


3,100 

900 

945 

1,800 

1,500 


1.8G0 
1,080 


1,900 
1,500 


$1,800 
1,400 
2,512 
5,750 
1,627 
2,000 
3,300 
4,100 
1,375 
1,550 
2,200 
1,800 
2,700 
2,400 
1,500 


1945 


$3,000 
2,000 


2,800 
1,800 


8,250 
1,700 


4,800 


(0 
1,910 
3.000 
2,200 
3,300 


(») 


STATEMENT  OP  AARON  H.  EINGOLD,  REPRESENTING  EASTERN 
^    WOMEN'S  HEADWEAR  ASSOCIATION,  INC. 

Mr.  EiNGoLD.  Honorable  sirs,  since  the  first  public  hearing  held  at 
Albany,  N.  Y.,  in  March  of  this  year  on  a  commercial  rent-freeze  bill, 
I've  been  in  a  whirlpool. 

The  downtrodden  realty  owners  with  crocodile  tears  insisted  that 
any  legislation  to  control  commercial  rents  belongs  to  the  Federal 
authorities,  not  to  the  State. 

Then  at  a  hearing  in  Washington,  July  14,  called  by  the  Small  Busi- 
ness Conmiittee  of  the  Senate,  these  same  real-estate  owners  insisted 
that  it  is  a  local  problem,  which  should  be  acted  upon  by  the  State  of 
New  York  and  not  by  Washington. 

Hearing  No.  3.  The  City  Council  of  New  York  called  a  public  hear- 
ing to  determine  whether  it  should  reconunend  a  commercial  rent  bill. 
The  same  and  able  attorney  for  the  Real  Estate  Board,  who  appeared 
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at  the  other  hearings,  suddenly  wrapped  himself  in  the  Constitution  of 
our  country.  "Its  unconstitutional,  the  city  council  has  no  right  to 
pry  into  private  business,"  and  so  forth,  and  so  forth. 

Hearing  No.  4.  The  Legislature  of  the  State  of  New  York  appointed 
a  fact-finding  committee,  this  body  held  a  public  hearing  the  early  part 
of  September  of  this  year.  This  same  and  very  able  attorney  ap- 
peared— phrases  beautifully  worded,  no,  no  figures,  words,  then  lo 
and  behold,  a  claim,  in  his  opinion,  only  6  percent  of  business  property 
in  New  York  is  being  gouged,  and  only  by  speculators,  not  by  the  peo- 
ple he  represents.  If,  as  you  say,  Mr.  Attorney,  then  agree  to  a  com- 
mercial rent-control  bill. 

Another  able  realty  operator  appeared  at  the  September  hearing, 
under  oath  tried  to  prove  that  the  increases  to  his  tenants  are  only  50 
percent.  He  very  conveniently  forgot  to  mention  that  his  tenants 
paid  rental  increases  in  1942,  '43,  and  '44,  and  now  an  additional  50 
percent  increase. 

Oh,  yes,  during  the  lean  years  of  the  1930's,  when  the  economic  struc- 
ture of  this  country  was  tumbling,  because  of  such  people,  down  came 
assessments,  down  came  taxes,  down  came  wages,  down  came  the  pur- 
chasing power  of  our  country,  he  reduced  rentals,  he  was  the  only 
one  who  lost  money.  No ;  no  one  else  lost  money,  examine  the  records. 
You  will  find  that  many,  many  merchants  lost  everything  during  these 
lean  years,  and  to  this  day  are  helpless,  but  the  realty  people  are  still 
around  and  making  hay  while  the  sun  shines,  as  the  saying  goes. 

In  23  West  Thirty-eighth  Street,  on  the  seventh  floor,  occupied  by 
four  firms  the  total  annual  rental  is  $2,300. 

I  quote  from  a  conversation  with  a  Mr.  Bondy,  of  Williams  &  Co., 
agents  of  this  building : 

Mr.  Eingold,  I  know  these  people  cannot  pay  a  total  of  $5,000  for  the  loft,  be- 
cause the  increase  would  be  too  great  for  them.    I'm  sorry. 

What  is  this  realty  operator  sorry  about?  Is  he  sorry  that  he,  in 
his  mind,  concluded  that  the  present  tenants  cannot  pay  the  terrific 
increase,  therefore  without  notification  to  the  present  tenants  he 
rented  the  loft  to  another,  or  is  he  sorry  that  these  people  will  be  put 
out  of  business  and  into  the  street  February  next?  Yes;  they  must 
close  down  their  plants,  there  isn't  a  loft  to  be  found. 

The  following  is  a  listing  of  buildings  and  percentages  of  increases. 
I  shall  read  but  a  few : 

Location,  16  West  Thirty-sixth  Street,  percentage  of  rental  in- 
crease from  1942, 100  percent. 

Location,  16  West  Thirty-sixth  Street  again,  percent 
increase  from  1942, 111%  percent. 

60  East  Ninth  Street,  increase  300  percent. 

722  Broadway,  increase  300  percent. 

102  Bleeker  Street,  increase  200  percent. 

220  Mercer  Street,  increase  114  percent. 

431  West  Twenty-eighth  Street,  increase  340  percent. 

Right  again,  they  are  making  hay  while  the  sun  shines, 
ords  show  that  about  50  percent  of  our  membership  do  less  than 
$75,000  in  sales  annually.  Now  the  landlord's  in  many  instances  in- 
creased the  annual  rentals  to  such  an  extent  that  the  increase  is 
greater  than  the  amount  of  money  these  members  take  home  for  their 
families. 


of  rental 


Our  rec- 
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Because  of  the  impossibility  of  locatinj^  any  lofts  around  the  mill- 
inery area,  it  became  a  "do  or  else"  notice  within  a  48-hour  period 
to  sign  the  new  lease.  No  more  1-year  leases,  now  it  is  3-  and  5- 
vear  leases,  plus  paying  for  steam  by  the  tenant,  paying  for  painting 
by  tenant,  which  neretof ore  was  absorbed  by  the  owners,  and  in  some 
buildings  the  service  elevators  usually  operated  to  8  or  9  p.  m.,  norm- 
ally, now  the  service  shuts  down  promptly  at  6. 

Gentlemen,  it  is  a  must,  yes,  we  must  have  commercial  property 
regulations. 

At  present  the  real-estate  operators  are  surely  the  privileged  few 
of  our  country.  No  O.  P.  A.  to  keep  them  in  line,  nothing,  they  are 
out  to  get  all  and  are  getting  it,  until  you,  gentlemen,  put  a  stop 
to  this  rent  gouging,  and  place  commercial  property  under  O.  P.  A. 
regulations  so  that  small  business  may  exist. 

I  would  like  to  read  to  you  one  of  the  questionnaires  which  we  sent 
out  to  be  sent  back  to  Ainerican  Business  Congress,  which  I  think 
is  important.     [Reading :] 

1.  Rent  paid,  1942,  $100  per  month,  and  heat,  plus  .$35  for  steam. 

4.  Present,  1945,  asking  price  $250  per  month,  plus  extra. 

5.  Lease  requested  for  steam  and  heat,  beginning  March  1,  1943,  3  years. 

6.  Square  footage  of  space  6,000. 

7.  When  first  moved  in  January  1942. 

8.  Length  past  leases,  1  year  with  option. 

9.  Signed  lease  yet :  No. 

Remarks:  Former  landlord,  Meeker  Bros.  Mr.  Moses  Michael  purchased 
property  about  a  year  ago. 

(Signed)     Bert  N.  Nathan,  Treasurer. 
Firm  name :  Sport  Hart  Co.  of  America,  Inc. 
Address:  Meeker's  Lane,  Danbury,  Conn, 
Kind  of  business :  Ladies'  hat  manufacturers. 

I  would  also  like  to  read  to  you  this  advance  release  from  the  Office 
of  Economic  Stabilization,  in  part,  wherein  it  says : 

Judge  Fred  M.  Vinson,  Economic  Stablization  Director,  today  issued  the  fol- 
lowing statement : 

"Mr.  Williams  H.  Davis'  report  on  the  cost  of  living  index  presents  a  careful, 
thorough,  and  disinterested  survey  of  the  subject.  The  conclusions  which  Mr. 
Davis  has  reached  do  not  differ  significantly  from  those  of  the  Bureau  of  Labor 
Statistics;  and  they  are  supported  by  the  overwhelming  weight  of  impartial  and 
expert  evidence.  The  minor  differences  between  Mr.  Davis'  conclusions  and  the 
Bureau's  index  relate  almost  entirely  to  matters  not  sufliciently  precise  to  be 
measured  by  an  official  index." 

Naturally,  I  am  gratified  at  this  confirmation  of  the  general  belief  that  a 
good  job  has  been  done  in  stabilizing  wartime  prices  and  living  cost. 

We  cannot  aflford  to  relax  our  efforts.  So  long  as  the  war  absorbs  half  of  our 
national  production,  we  must  hold  prices  at  their  present  level  in  order  to  preserve 
the  purchasing  power  of  the  worker's  pay  envelope.  Wherever  our  present 
price  and  production  controls  are  too  lax,  as  in  the  case  of  textiles  and  clothing, 
we  must  tighten  them. 

I  am  frankly  disturbed  to  note  that,  after  a  year  of  complete  stability,  the  cost 
of  living  has  risen  slightly  but  perceptibly  during  the  past  6  months.  This  must 
stop.    The  Price  Administrator  and  I  will  use  special  vigilance  to  this  end. 

Meanwhile  we  must  plan  to  meet  the  changes  with  which  VE-day  will  put  us 
face  to  face.  We  must  put  consumer  goods  from  our  reconverted  industries  on 
the  market  at  prices  low  enough  to  provide  mass  markets  and  full  employment. 
We  must  have  a  wage  policy  to  provide  workers  with  earnings  high  enough  to 
buy  the  products  of  our  expanded  and  reconverted  industries.  Wage  and  price 
IK)licies  geared  to  expanded  output  and  high  employment  will  insure  high  and 
staple  profits  for  free  American  enterprise. 

Our  price  and  wage  policies  must  aim  for  economic  stability  in  war,  a  goal  of 
60,C00,000  jobs  and  a  high  national  income  in  peace,  • 


(The  following  tabulation  was  submitted  for  the  record  by  Mr. 
Eingold :) 

TENANT  LOCATION  AND  RENTAL  INCREASE  FROM   104  2 


Percent 

16  West  .36th  St 100 

28  West  36th  St 88 

28  West  36th  St 6IV2 

16  West  36th  St lliy2 

38  West  37th  St 56 

19  West  38th  St 71 

23  West  38th  St 100 

•>3  West  :^8th  St 60 

25  West  38th  St 100 

3.5  West  38th  St 50 

39  West  38th  St 50 

42  West  38th  St 60 

57  West  38th  St 100 

417  5th  Ave 53 

32  West  39th  St 55 

38  West  .39th  St 80 

.54  West  39th  St 1 66 

62  West  39th  St 86 

25  Waverly  PI 59 

124  Wooster   St 67 

430  Keap  St.,  Brooklyn 50 

5  East  3d  St 80 

17  West  3d  St 100 

59  East  4th  St 70y2 

50  East  9th  St 300 

56  East  11th  St HO 

133-5  Greene  St 100 

583    Broadway 81 

5r4  Broadway 54 

649   Broadway 195 

649   Broadway 74 

683  Broadway 95 

684  Broadway 79i^ 

Broadway 140 

Broadway 120 

Broadway 300 

Broadway 140 

Broadway 82 

Bleecker  St 200 

Greene  St 86 

30  Great  Jones  St r—    54 

220  Mercer  St 114 

40  West  37th  St 85 

135  West  17th  St 90 

13  West  36th  St 58 

53-57  West  36th  St 38 

5  East  37th  Street 33y3 

39  West  37th  St 25 

37  West  37th  St 42 

48  West  37th  St 29 

49  West  37th  St 33% 

63  West  38th  St 30 

a3  West  3Sth  St 33% 

70  West  3Sth  St 40 

10  East  39th  St 36 

1  West  39th  St 41 

55  West  39th  St 26 

55  West  39th  St 25 

65  West  39th  St 42 

347  West  39th  St 31 

231   Mercer  St 46 


693 
714 
722 
729 
734 
102 
197 


Percent 

29  West  4th  St 60 

596   Broadway 38 

m5  Mercer  St • 33% 

35  West  31st  St -*'- 

120  West  31st  St 100 

154  East  32d  St 70 

25  West  36th  St 39 

25  West  36th  St 100 

7  Great  Jones  St 80 

28  West  39th  St 33% 

39  Bond  St 95 

49  West  38th  St HO 

55  West  39th  St 26 

55  West  39th  St ->f 

55  West  39th  St 25 

49  West  37th  St 82 

49  West  37th  St 25 

49  West  37th  St 30 

49  West  37th  St 31% 

42  West  39th  St 31 

5  East  37th  St 50 

39  West  37th  St 53 

37  West  37th  St 33% 

1  West  39th  St 33% 

1  West  39th  St 66% 

1  West  39th  St 35% 

1  West  39th  St 60 

65  West  39th  St 46 

65  West  39th  St 27 

65  West  39th  St 33% 

65  West  39th  St 25 

65  West  39th  St 38% 

65  West  39th  St 27% 

65  West  39th  St 32 

65  West  39th  St 40 

65  West  39th  St 50 

65  West  39th  St 62% 

28  West  36th  St 93 

30  West  36th  St 114 

16  West  36th  St 100 

16  West  36th  St 1-1 

23  West  38th  St 100 

57  West  38th  St 58% 

57  West  38th  St 44 

57  West  38th  St 85 

57  West  38th  St 42 

22  West  57th  St— 33% 

32  West  39th  St 118 

32  West  39th  St 57 

54  West  39th  St 66% 

54  AVest  39th  St 78 

54  West  39th  St 50 

54  AVest  39th  St 30 

60  AVest  39th  St 54 

«;2  AVest  39th  St 44 

62  AVest  39th  St 64% 

25  Waverly  PI 93 

30  Great  Jones  St 54 

40  West  37th  St 60 

40  AVest  37th  St 76 

40  West  37th  St 60 
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Percent 
40  West  37th  St 81 

118  West  22d  St 67% 

129  West  22d  St 67 

119  West  23d  St 38 

38  West  26th  St 57 


Percent 

165  West  26th  St 82 

145  West  27th  St 180 

431  West  28th  St 340 

45  West  29th  St 78 

21  West  30th  St 33% 


Tlie  Chairman.  The  committee  will  recess  until  tomorrow  morning. 
(Whereupon,  an  adjournment  was  taken  until  10 :  30  a.  m.  Friday, 
December  1, 1944.) 

(The  following  statements  were  received  for  insertion  in  the  record :) 

The  Denver  Association  of  Bui  j>ixg  Owners  and  Managers, 

Den  err,  Colo.,  November  30.  lOf/Zf. 
CiEBK,  Banking  and  Currency  Committee. 

United  States  Senate,  Washington,  D.  C. 

GENTI.EMEN :  It  IS  the  intention  of  the  Denver  Association  of  Building  Owners 
and  IManagers  to  present  to  the  connnittee  evidence,  testimony,  and  information 
bearing  on,  and  in  opposition  to,  S.  2176  relative  to  commercial  rent  control  at 
the  committee's  hearing  this  day,  November  30,  1944. 

When  advised  that  S.  2170  was  heing  introduced  in  amendment  form  by  Senator 
Wagner  for  the  purpose  of  imposing  rent-control  restrictions  on  Imsiness,  store- 
and  office-building  properties,  this  association  and  its  members,  both  singly  and 
collectively,  have  resolved  to  forward  to  the  comn:ittee  information  calculated 
to  show  that  the  extension  of  rent-control  restrictions  to  conmiercial  property 
is  at  this  time  unnecessary,  unwarranted,  and  unfair  to  owners  of  property  insofar 
as  rental  conditions  in  this  general  locality  are  concerned. 

When  advised  that  the  National  Association  of  Building  Owners  and  Managers 
was  being  granted  a  hearing  in  order  to  submit  evidence  intended  to  show  that 
commercial  rent  control  is  not,  and  will  not  be,  necessary  this  association  made 
an  effort  to  contact  as  many  of  its  members  as  possible  in  order  to  obtain  as  much 
information  as  possible  regarding  the  local  rental  picture,  most  of  which  we  believe 
will  contirm  the  figures  submitted  by  the  National  Association  of  Building  Owners 
aiid  2Ianagers  in  other  testimony. 

Particularly  we  believe  that  Denver,  by  reason  of  its  participation  in  the 
war  effort  and  by  reason  of  the  fact  that  its  population  has  increased  from  a 
pre-war  figure  of  325,000  to  a  present  figure  of  more  than  400,000,  is  a  representative 
example  of  what  is  happening  to  commercial  rentals  nationally  under  wartime 
conditions.  If  there  were  a  national  necessity  for  commercial  rent  control  at  this 
time,  it  is  our  opinion  that  existing  conditions  in  Denver,  in  view  of  its  wartime 
activities,  would  reflect  a  good  and  fair  illustration  of  that  need,  if  it  existed. 
On  the  contrary,  however,  the  extent  to  which  rentals  in  Denver  business  prop- 
erties have  risen  during  the  past  3  to  5  years  despite  the  considerable  wartime 
activities,  is  practically  negligible,  as  will  be  shown  in  the  following  classifications : 

Store  rentals. — ^A  survey  has  been  made  as  of  November  28,  covering  148  down- 
town retail  store  establishments,  selected  at  random  from  among  properties 
handled  by  leading  property  management  firms  here  in  Denver,  where  informa- 
tion on  a  comparable  basis  between  1939  and  1944  was  readily  available.  These 
figures  show  that  the  gross  rental  being  derived  from  these  stores,  as  of  August 
1, 1939,  amounted  to  $22,300  per  month,  or  an  average  of  $150.67  per  store.  As  of 
November  1944,  these  same  148  stores  were  bringing  a  gross  monthly  rental  of 
$23,182,  or  $156.63  per  average  store — an  increase  over  the  past  5  years  of  3.9 
percent.  We  wish  to  advise  the  conmiittee  that  the  shortness  of  time  only  has 
prevented  us  from  providing  figures  and  statistics  on  all  downtown  properties, 
but  we  can  give  assurance  that  the  sample  used  represents  an  unprejudiced  and 
typical  section  of  retail  establishments  and  the  resultant  average  is  entirely 
and  completely  representative. 

Offiee  buildings.— During  the  past  4  years  the  occupancy  in  Denver  office 
buildings,  taken  as  a  whole,  has  risen  from  88  percent  to  96  percent,  or  an  in- 
crease of  8  percent,  due  principally  to  an  increased  number  of  Government  ten- 
ants that  have  come  into  Denver  since  the  war  started.  There  is  still,  however, 
in  nearly  all  buildings  some  space  available  and  the  average  tenant  in  renewing 
his  lease  under  present  conditions  in  a  Denver  office  building,  has  been  able  to 
find  comparable  quarters  elsewhen^  if  he  has  not  been  willing  to  pay  the  mod- 
erate  rental  increase  which  many  landlords  have  requested  in  recent  years. 


In  the  absence  of  over-all  statistics  covering  all  Denver  office  buildingis  we  are 
submitting  below  figures  which  have  been  taken  froni  three  principal  property 
management  firms  here  in  Denver,  pertaining  to  nine 'of  the  main  Denver  office 
buildings,  and  representing  approximately  20  percent  of  the  space  in  Denver  so 
classilied.  All  of  the  illustrations  shown  below  represent  typical  situations  and 
have  in  no  way  been  hand-picked  for  special  purposes. 

No.  1:  Republic  Building,  a  medical  building  and  the  largest  commercial  office 
building  in  Denver,  on  November  1,  1941,  was  95  percent  rented  at  an  average 
of  $2.24  per  square  foot,  and  on  November  1,  1944,  although  the  rental  rate  had 
been  increased  by  10  percent  to  $2.48  per  square  foot,  the  vacancy  in  the  building 
stood  at  10  percent,  or  a  loss  of  5  percent  in  occupancy. 

No.  2:  Three  commercial  office  buildings  managed  by  Horace  Bennett  &  C6.,^ 
containing  a  total  of  148,540  square  feet,  show  an  increase  in  rental  schedule 
from  the  end  of  1942  to  the  present  date  of  12 '/j  percent.  Insofar  as  some  of  this 
schedule  is  represented  by  vacant  space,  the  actual  additional  amount  of  money 
being  paid  by  tenants  now  over  and  above  1941  rents,  is  something  less  than 
12V_.  percent. 

No.  3 :  Five  principal  office  buildings  managed  by  Van  Schaack  &  Co.,  contain- 
ing a  total  of  approximately  270,000  square  feet,  show  increased  income  for  the 
first  10  months  of  1944  over  and  above  the  same  period  in  1941  of  9.5  percent,  VMy 
it  should  be  noted  that  some  of  this  additional  income  arises  from  increased 
occupancy  and  Van  Schaack  &  Co.  figures  show  further  that  the  increase  in  the 
rental  schedule  paid  by  tenants  currently  is  only  6.4  percent  in  excess  of  the 
rent  paid  by  these  same  premises  in  1941.  Furthermore,  for  these  same  five 
properties,  three  of  which  contain  high-pressure  heating  plants,  the  operating 
expenses,  including  all  costs  except  debt  charges,  have  risen  22.5  percent  due 
principally  to  the  increased  cost  of  labor  and  fuel. 

Compared  to  the  increases  in  the  various  properties  referred  to  in  the  above 
list,  and  the  average  increase  of  3.9  percent  previously  referred  to  in  148  store 
properties,  we  note  that  data  published  by  the  United  States  Bureau  of  Labor 
Statistics  shows  that  the  rent  item,  1  of  7  items  composing  the  Bureau's 
cost-of-living  index,  is  now  8  percent  above  the  1935  to  1939  level,  conunonly 
regirded  as  normal,  and  this,  of  course,  applies  to  residences  and  living  units 
now  under  rent-control  law.  Other  items  making  up  the  Bureau's  cost-of-living 
index,  such  as  clothing,  has  increased  38.6  percent;  house  furnishings  have  in- 
creased 38.4 ;  food  has  increased  35.7  percent ;  and  the  total  cost  of  living  accord- 
ing to  the  Bureau  has  increased  25.4  percent  up  to  June  1,  1944.  By  contrast  to 
these,  our  records  show  that  increased  rentals  in  Denver  business  properties, 
particularly  in  view  of  sharply  increased  operating  costs,  have  been  held  to  a 
very  conservative  minimum,  and  in  the  absence  of  any  rent-control  legislation, 
and  in  a  free  and  uncontrolled  market. 

We  respectfully  request  the  Committee  on  Banking  and  Currency  to  seriously 
consider  this  information  and  these  figures,  which  we  believe  are  typical  at  least 
of  our  region,  and  we  strongly  urge  that  the  proposed  amendment  by  Mr.  Wagner 
to  the  present  rent-control  law  be  disapproved. 
Very  truly  yours, 

Denver  Association  of  Building  Owners  and  Managers, 
By  Thomas  B.  Knowles,  Vice  President. 


The  Maritime  Association  of  the  Port  of  New  York, 

New  York,  N.  Y.,  November  28,  1944. 

S.  2176 ;  To  amend  the  Emergency  Price  Control  Act  of  1942,  as  amended,  with 
respect  to  the  control  of  rents  for  business  accommodations. 

Committee  on  Banking  and  Currency, 

.    United  States  Senate,  Washington,  D.  C. 

Gentlemen  :  The  Maritime  Association  of  the  Port  of  New  York  organized  in 
1873  embraces  within  its  membership  of  1,200  practically  all  the  steamship  i»wners 
and  operators,  shipyards,  piers,  wharves,  and  warehouse  owners  and  other  allied 
interests. 

While  the  spirit  of  this  legislation,  in  its  desire  to  prevent  abuses,  must  be 
regarded  as  in  the  public  interest,  as  the  bill  now  reads,  it  is  believed  to  be  too 
all-embracing  in  that  if  enacted  into  law  its  provisions  would  apply  to  piers, 
terminals,  and  immediately  adjacent  warehouse  properties  which  was  not  intended 
since  such  properties  are  in  their  nature  differentiated  from  the  average  run  of 
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business  properties.  These  piers,  terminals,  and  warehouses  are  subject  to 
periods  of  comparative  inactivity  due  to  the  fluctuation  of  business  conditions 
during  which  time  they  are  maintained  at  considerable  loss  and  any  inclusion  of 
these  properties  in  the  provisions  of  this  legislation  would  be  accompanied  by 
disastrous  results,  especially  so  during  the  wartime  conditions  now  prevailing. 
It  is  believed  that  this  measure  having  its  inception  in  the  correction  of  abuses 
which  have  prevailed  in  limited  sections  in  New  York  City  should  not,  in  order 
to  correct  these  abuses,  be  extended  to  properties  such  as  referred  to  concerning 
which  n<»  abuses  have  been  encountered. 

The  water-front  properties  in  all  areas  of  the  Nation  have  been  and  are  inten- 
sively serving  war  purjDOses. 
Respectfully, 

C,  H.  Callaohan,  Manager. 


Statement,  fob  the  Record,  of  Commercial  Rental  Conditions  in  Rochester, 
N.  Y.,  Made  by  Ralph  R.  Bouchard,  on  Behai^  of  the  Buitj)Ing  Owners  and 
Managers  Association  of  Rochester,  N.  Y. 

Gentlp:men:  The  Building  Owners  and  Managers  Association  of  Rochester, 
I^.  Y.,  represent  a  majority  of  the  oflSce-building  area  in  the  city  and  have  a  vital 
interest  in  this  proposed  amendment  to  place  ceilings  on  commercial  rents  and 
bring  commercial  space  under  the  control  of  the  area  rent  director. 

A  survey  has  been  made  of  12  office  buildings,  comprising  a  total  area  of  698,000 
square  feet  of  rentable  office  space.  On  January  1,  1942,  134,700  square  feet  of 
this  area  was  vacant.  On  November  1,  1944,  114,000  square  feet  of  this  area  was 
vacant.  This  is  an  increase  in  occupancy  in  the  last  3  years  of  only  20,000  square 
feet  area.  On  January  1,  1942,  the  same  building  had  an  occuiiancy  by  United 
States  Government  tenants  of  21,riC0  square  feet.  On  November  1,  1914,  the  vari- 
ous Government  agencies  occupied  54,000  square  feet  of  area.  This  is  an  increase 
of  Government  occupancy  of  32,500  square  feet.  By  combining  these  figures, 
these  buildings  show  a  decrease  in  civilian  tenancy  during  the  last  3  years  of 
more  than  12,000  square  feet  of  space. 

Four  other  office  buildings  surveyed  as  of  November  1,  1944,  make  the  totals 
for  10  buildings  as  follows :  Total  rentable  area,  911,900  square  feet ;  occui)ied, 
760,800  square  feet ;  vacant,  151,100  square  feet ;  Government  occupancy,  54,000 
square  feet. 

While  such  a  vacancy  exists,  there  can  be  no  exorbitant  rental  increases  effec- 
tive in  our  city.  If  one  building  decided  to  embark  on  such  a  program,  the  ten- 
ants would  find  space  elsewhere  at  reasonable  rates  and  such  an  owner  would  be 
confronted  with  an  unprofitable  building. 

Office  rental  rates  in  Rochester  range  from  as  low  as  80  cents  per  square  foot  to 
a  top  of  about  $2.60  per  square  foot.  The  highest-priced  space  shows  the  lowest 
Iiercentage  of  vacancy.  The  average-priced  buildings  show  the  highest  percent- 
age of  vacancy. 

In  view  of  the  increased  cost  of  operating  and  maintaining  office  buildings, 
rental  increases  are  justified  whenever  and  wherever  the  demand  will  permit 
such  increases.  The  average  cost  of  operating  office  building  space  in  the  city 
of  Rochester,  not  including  insurance,  real-estate  taxes,  and  depreciation,  is  $1 
per  square  foot  of  rented  area.  Including  insurance,  real-estate  taxes,  and  de- 
preciation, the  average  cost  per  square  foot  of  rented  area  is  $1.62. 

These  figures  show  conclusively  that  there  is  no  necessity  in  Rochester,  N.  Y., 
to  place  rental  ceilings  on  office  building  space  to  protect  tenants  from  unscrupu- 
lous landlords. 

In  these  20  office  buildings  there  are  a  total  of  62  ground  floor  retail  stores ;  58 
are  occupied  and  4  vacant  as  of  the  present  time.  Of  the  58  occupied  stores, 
the  owners  report  that  47  of  them  are  at  the  same  rental  as  that  charged  at  the 
beginning  of  the  war ;  3  are  temporary  tenants  at  rentals  below  current  prices ; 

11  have  increased  during  the  last  2  years. 

There  is  no  indication  from  the  present  trend  in  Rochester,  N.  Y.,  that  the 
demand  for  post-war  space  requirements  will  be  sufficient  to  in  any  way  inter- 
fere with  the  cost  of  occupancy  of  tenants  engaged  in  war  work. 

Many  office  buildings  in  Rochester  have  been  operating  for  the  past  10  and 

12  years  at  a  loss.  Only  one  or  two  have  shown  a  reasonable  margin  of  profit 
and  the  remainder  have*  struggled  to  break  even.  Tlie  cost  of  operating  has  in- 
creased 9  cents  per  square  foot  since  1940. 


For  the  aforestated  reasons,  the  Building  Owners  and  Managers  Association  of 
Rochester,  N.  Y.,  are  unanimously  agreed  that  it  will  be  unwise  and  unfair  to 
mss  this  amendment  and  thereby  put  ceilings  on  commercial  rents.  They  do 
not  believe  that  the  cost  of  such  action  can  be  justified  by  the  results  that  could 
be  attained.  They  are  sure  that  the  figures  shown  by  their  survey  of  condi- 
fions  in  Rochester  prove  beyond  a  doubt  that  no  such  protection  for  tenants  is 
required  and  they  believe  that  Rochester  is  typical  of  other  cities  generaUy 

throughout  the  United  States.  ,    r.   «^^«  ^  ^4^1, 

Therefore,  we  request  that  you  do  not  approve  this  bill,  S.  2176,  to  amend  the 
Emergency  Price  Control  Act  of  1942,  as  amended,  with  respect  to  control  of  rents 

for  business  accommodations. 

^"  Ralph  R.  Borchabd. 


Statement,  fob  the  Record,  op  Commercial  Rental  Conditions  in  Rochester 
N.  Y.,  AND  Vicinity,  Made  by  Ralph  R.  Borchabd,  on  Behalf  of  the  Real 
Estate  Board  of  Rochester,  N.  Y.,  Inc. 

Gentlemen:  The  Real  Estate  Board  of  Rochester,  N.  Y.,  Inc.,  comprises  a 
membership  of  more  than  200  people  representing  the  interests  of  both  tenants 
and  owners  of  all  types  of  real  estate.  Most  of  the  members  are  tenants  and 
many  of  them  are  owners  of  commercial  property. 

In  Rochester,  N.  Y.,  there  has  been  no  change  in  the  demand  for  either  retaU 
or  other  commercial  space,  nor  in  the  rental  asked  by  the  owners  of  such  space, 
that  would  in  anyway  justify  or  indicate  the  need  for  Government  control  for 
commercial  rentals  and  the  placing  of  ceilings  thereon. 

In  the  principal  downtown  retail  section,  which,  in  Richester,  includes  an  area 
on  Main  Street  East  of  about  two  blocks  (from  South  Avenue  to  Clinton  Avenue 
South)  ;  Clinton  Avenue  South,  two  blocks;  Clinton  Avenue  North,  one  block; 
and  East  Avenue,  one  block ;  there  are  very  few  vacancies  and  rentals  have 
increased  in  some  instances  affecting  chain  stores  and  local  retailers  whose 
volume  of  annual  business  exceeds  $250,000.  There  is  a  tendency  on  the  part 
of  owners  to  ask  higher  rentals  on  lease  renewals  in  this  area.  This  is  not 
alarming— it  merely  indicates  a  more  healthy  condition  for  Rochester  real  estate. 

The  remainder  of  Main  Street  in  the  central  business  area,  the  side  streets 
and  the  cross  streets,  with  the  exception  of  those  areas  previously  mentioned, 
still  have  numerous  vacancies  and  the  tenancies  are  at  the  same  rental  prices 
paid  in  the  late  1930's  and  1940. 

Several  tenants  in  the  central  business  area  who  are  paying  increased  rentals 
are  on  a  percentage  basis  and  rental  increases  reflect  increased  business,  showing 
tht  the  tenants  are  suffering  no  rental  hardship. 

Real  estate  in  the  central  business  area  in  Rochester,  N.  Y.,  can  never  be  in 
generally  good  condition  until  the  very  best,  or  cream,  of  the  commercial  and 
retail  locations  are  occupied  at  high  rentals,  causing  tenants  to  expand  the  good 
retail  area.  This  will  bring  relief  to  realty  owners  who  have  been  operating  at 
losses  for  many  years.  When  retail  business  is  at  a  high  level  and  merchandise 
is  available  good  tenancies  spread  over  a  large  area.  When  the  general  volume 
of  business  declines  the  retail  area  shrinks  to  one  or  two  blocks.  This  latter 
situation  now  exists  in  Rochester. 

In  the  neighborhood  areas,  or  subcenters,  there  are  numerous  vacancies  and 
many  tenants  still  pay  the  same  rental  as  they  paid  5  or  6  years  ago,  despite 
their  increased  business  volume. 

There  are  very  few  commercial  properties  for  sale  in  Rochester  that  show  a 
reasonable  net  return  on  the  asking  prices,  and  therefore  there  are  relatively  few 
sales  of  this  type  of  property  being  made. 

Nearly  all  sales  of  commercial  proi)erties  in  the  past  few  years  have  been  made 
by  insurance  companies,  banks,  and  other  mortgagees  who  had  obtained  the 
properties  through  foreclosures  or  by  estates  forced  to  liquidate  realty  holdings. 
Sales  between  individuals  or  private  corporations  are  still  few  and  far  between, 
and  this  is  the  only  type  of  sale  that  indicates  a  healthy  market — where  both 
the  seller  and  the  buyer  profit. 

On  Monday,  November  27, 1944,  suits  were  filed  in  the  supreme  court  for  reduc- 
tion of  Rochester  city  assessments  on  40  parcels  of  real  estate,  12  of  which  are 
in  the  central  business  area.  There  have  been  no  assessment  increases  for  city 
tax  purposes  in  the  past  6  years  in  this  area,  but  there  have  been  many  reductions. 
These  suits  indicate  clearly  that  many  property  owners  do  not  receive  sufficient 
income  from  rentals  to  earn  a  net  profit. 
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Nearly  all  retail  tenants  are  enjoying  an  increased  business  and  are  in  a 
position  to  pay  a  higher  rental.  On  the  other  hand,  virtually  all  owners  of  real 
property  are  confronted  with  increased  maintenance  costs  and  need  higher  rentals 
to  meet  these  mounting  expenses. 

The  attached  copy  of  a  resolution  passed  by  the  directors  of  the  Real  Estate 
Board  of  Rochester,  N.  Y.,  Inc.,  sums  up  the  general  stuation :  That  there  is  no 
necessity  for  such  action  in  Rochester,  N.  Y.,  and  vicinity ;  that  the  public  expense 
involved  would  not  be  justified  by  the  results  obtainable;  and  that  such  action 
would  tend  to  break  down  and  demoralize  the  real-estate  market  for  commercial 
properties,  thereby  increasing  the  heavy  burdens  and  losses  of  the  realty  owner 

Therefore  they  request  that  your  committee  disapprove  this  bill  S  2176  to 
amend  the  Emergency  Price  Control  Act  of  1942,  as  amended,  with  respect  to'the 
control  of  rents  for  business  accommodations. 

•  Ralph  R.  Boechakd. 

"BESonrnoN  passed  by  the  boaed  of  dibeotors  of  the  beal  estate  boabd  op 

EOCHESTEE,  N.  Y.,  INC.,  AT  THE  MEETING  HELD  ON  TUESDAY,  NOVEMBEB  28,  1944 

*7f  is  hereby  resolved,  That  we  are  opposed  to  the  amendment  of  the  Rent 
Control  Act  as  proposed  by  Senator  Robert  F.  Wagner,  and  we  hereby  authorize 
Ralph  R.  Borchard,  of  Rochester,  N.  Y.,  to  represent  us  in  opposition  to  this 
bill  at  the  hearing  which  is  to  be  held  thereon  before  the  Senate  Banking  and 
Currency  Committee  in  Washington  on  Thursday  afternoon,  November  30  and 
Friday  moraing,  December  1,  1944,  because  in  our  opinion  there  is  no  general 
or  national  necessity  nor  justification  for  such  amendment  and,  in  particular 
there  is  no  necessity  for  such  action  in  Rochester,  N.  Y.,  and  vicinity  and 
furthermore  because  we  feel  strongly  that  the  public  expense  which  would  be 
involved  in  carrying  out  the  provisions  of  such  an  amendment  could  not  be 
justified  by  the  results  attainable ;  and  furthermore  such  action  would  tend  to 
break  down  and  demoralize  the  real-estate  market  for  commercial  property 
and  increase  the  present  heavy  burdens  and  losses  of  real-property  owners  " 


Statement  op  National  Knitted  Outerwear  Association,  New  York,  N  Y    in 

THE  Matter  oil  Senate  Bill  No.  2176  '  ' 

To  the  Honorable  Members  of  the  Banking  and  Currency  Committee: 

We  appear  here  for  the  knitted  outerwear  manufacturers  and  dealers  who 
constitute  the  membership  of  our  association,  but  I  am  sure  that  what  we  say 
wdl  apply  to  many  thousands  of  other  small  businessmen  who  occupy  rented 
premises  for  the  manufacture  and  sale  of  commodities.  The  problem  of  con- 
trolling commercial  rents  is  created  by  the  fact  that  the  Price  Control  Act  for 
soma  inexplicable  reason,  has  omitted  mention  of  nonresidential  rents  That 
omission  has  created  a  critical  situation  throughout  the  country  and  particularly 
in  the  city  of  New  York.  It  should  be  remedied  at  the  earliest  opportunity  if 
price  control  is  to  be  fair  to  all  and  effective  at  the  manufacturing  level. 

We  are  living  in  a  tightly  controlled  war  economy.  Our  National  Govern- 
ment, anticipating  an  acute  shortage  of  commodities,  services,  and  housing 
devised  and  enacted  the  Emergency  Price  Control  Act.  Under  it  substantially 
every  commodity  and  service  has  been  pegged  to  a  price  bearing  closely  to  the 
level  of  March  1942.  Labor  rates  have  been  stabilized  at  the  level  of  September 
1942.  Residential  rents  in  certain  vital  areas  are  held  far  below  the  level  that 
a  free  market  would  fix. 

All  of  this  is  of  one  piece.  The  over-all  design  is  to  build  a  wall  around  our 
economy  to  protect  and  defend  it  from  the  flood  of  inflation  which  threatens  to 
engulf  and  bring  disaster  to  all.  The  failure  to  control  commercial  rents  is  a 
hole  in  that  dike.  If  that  hole  is  not  plugged  at  once,  it  will  undermine  our 
defense  against  the  inflationary  deluge  and  result  in  unfair  and  unreasonable 
hardship  to  the  small  businessman  who  does  not  own  the  prenjises  on  which 
he  works. 

We  do  not  refer  to  moderate  rent  rises  to  meet  increased  operating  costs  or 
even  to  assure  reasonably  better  profits.  The  landlord  has  his  problems  and 
they  should  be  reasonably  met  and  solved.  But  there  has  developed  a  wave  of 
reckless  rent  increases  set  in  motion  by  the  acute  shortage  of  available  space 
that  exceeds  the  bounds  of  reason,  of  fairness,  and  of  decency.  The  blue  sky 
is  the  limit. 

We  should  like  to  refer,  in  some  detail,  to  one  particular  case  as  exemplarv. 
The  firm  which  we  have  in  mind  has  occupied  premises  in  a  loft  building  in  New 


York  City  for  more  than  12  years.  Its  relations  with  the  landlord  have  always 
been  cordial.  Recently  the  premises  were  sold  to  a  new  owner,  obviously  of  the 
speculative  variety.  Shortly  in  advance  of  the  termination  of  the  then  current 
lease,  the  landlord  advised  the  tenant  that  his  rent  would  be  increased  from 
$12,000  per  annum  to  $16,200.  The  tenant  asked  for  a  brief  opportunity  in  which 
to'^consider  the  proposal.  Within  a  few  days  after  that  interview,  the  renting 
agent  again  appeared  and  declared  that  the  former  offer  had  been  withdrawn 
and  that  the  new  rental  would  be  $18,000,  and  that  if  that  offer  were  not  accepted 
by  3  p.  nj.  that  day,  the  rate  would  be  not  less  than  $21,000.  The  tenant  fran- 
tically consulted  his  lawyer  but  regretfully  he  was  advised  that  he  had  no 
protection  under  the  law.    Needless  to  say,  he  signed  on  the  dotted  line. 

Recently  we  received  many  letters  from  our  membership  protesting  the  wildly 
speculative  gyrations  of  rents  imposed  on  factory  and  loft  premises.  The  salient 
facts  in  each  case  are  set  forth  in  the  schedule  hereto  attached.  All  these  cases 
are  of  the  same  pattern,  varying  only  as  to  dates  and  amounts.  It  appears  as 
if  speculators,  seeking  quick,  easy,  and  large  profits,  blocked  in  every  direction 
by  Office  of  Price  Administration  control,  have  flooded  the  real-estate  market 
and  concentrated  on  commercial  equities.  These  short-term  investors  care  noth- 
ing about  good  will,  the  future  of  the  real-estate  market,  or  the  relations  between 
tenant  and  landlord.  They  have  for  their  purpose  a  rapid  boosting  of  rents 
and  a  quick  turn-over  of  property,  leaving  the  hindmost  to  the  devil.  These 
practices  are  pernicious  and  should  be  arrested  at  the  earliest  opportunity. 

It  should  require  no  extended  argument  to  advance  commercial  rent  control 
in  the  light  of  the  extensive  program  of  price  restraint  installed  on  every  other 
economic  front.  We  believe  the  burden  of  justification  should  rest  on  those 
who  have  denied  rent  control  to  thousands  of  small  businessmen  operating  rented 
factories  and  warehouses  throughout  the  country. 

At  this  time  all  our  exertions  should  be  pointed  toward  keeping  prices  and 
costs  down.  The  small  businessman  is  threatened  with  loss  of  sales  volume  be- 
cause of  shortages  in  civilian  supply  and  the  lack  of  help  to  make  and  deliver 
what  he  has.  He  cannot  make  up  his  loss  by  higher  prices  because  Office  of 
Price  Administration  will  not  permit  it. 

The  landlord,  on  the  other  hand,  is  in  an  advantageous  position  economically 
by  reason  of  the  unprecedented  demand  for  commercial  properties.  The  item  of 
cost  always  considered  in  real-estate  management  known  as  vacancies  has  been 
reduced  to  the  vanishing  point.  Space  is  at  a  premium  and  tenants  stand  in 
line  awaiting  their  turn. 

Coupled  with  exorbitant  demands  for  immediate  increases  is  the  growing  prac- 
tice of  insisting  on  long-term  leases  so  that  when  business  is  no  longer  as  hectic 
as  it  now  is  and  space  as  scarce  as  it  now  is,  the  landlord  would  have  small 
business  pinioned  in  a  strait  jacket  of  high  rents.  Unreasonable  as  these 
larger  rents  are  in  the  present  economic  setting,  consider  how  much  more  un- 
reasonable they  will  be  when  the  fiush  of  the  war  boom  has  faded  and  we  are 
once  again  face  to  face  with  the  stark  realities  of  biterly  competitive  business, 
when  costs  must  be  recokoned  in  fractions  of  a  penny  and  economy  is  again 
the  only  means  of  survival. 

Despite  this  economic  advantage,  these  landlords  have  been  entirely  free  of 

all  control. 

If  these  unrestrained  rent  increases  go  on  spiralling  upward,  one  of  two  things 
must  happen  to  small  business.  It  will  break  down  or  price  control  will  collapse. 
Either  of  these  outcomes  would  be  a  major  catastrophe.  Morale  persuasion  and 
voluntary  control  have  failed.  The  mayor's  committee  in  New  York  City  tried 
to  hold  the  champing  landlords  in  check  but  they  have  nevertheless  completely 
run  away.  The  New  York  State  Legislature  had  the  matter  under  consideration 
last  spring  but  little  came  of  it.  Perhaps  the  legislature  regarded  the  problem 
as  national  and  not  local,  since  all  price  control  has  been  treated  on  a  national 
basis.  It  is  now  up  to  Congress  to  act  to  save  little  business  from  destruction  or 
coerced  price-law  violation.  Although  we  represent  a  single  and  a  small  indus- 
try, we  feel  that  our  case  is  the  case  of  thousands  of  small  people,  the  minor  fac- 
tory operators,  middlemen,  tradesmen,  and  shopkeepers,  who  ask  only  that  the 
rules  of  the  game  be  the  same  for  all.  We  respectfully  urge  that  Congress  ex- 
tend rent  control  to  commercial  premises. 

SCHEDULE 

Case  i.— Rental  increase  of  50  percent  over  rate  established  by  savings  bank 
owner  when  premises  were  sold  to  speculative  interests  recently. 
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Case  2. — Rent  increase  of  75  percent  on  a  "take  it  or  leave  it"  basis,  although 
tenant  offered  voluntarily  to  pay  25  percent  more,  which  was  rejected. 

Case  3. — Demand  has  been  made  for  an  increase  of  60  percent,  with  an  indica- 
tion from  the  landlord  that  this  increase  is  not  subject  to  negotiation. 

Case  4. — Landlord  now  demands  $3,000  per  year  for  a  small  loft  which,  in  1941, 
rented  for  $1,000  per  year.  There  had  been  increases  in  between  bringing  the 
present  rental  up  to  $2,000.  In  addition  to  the  increase,  landlord  insists  on  a  5- 
year  lease.  On  the  other  hand,  the  service  has  deterioriated  badly,  probably  to 
the  landlord's  profit.  This  tenant  will  probably  be  compelled  to  comply  because 
of  his  inability  to  find  other  suitable  premises. 

Case  5. — Current  lease  in  this  instance  represents  an  increase  of  45  percent  over 
the  preceding  year. 

Case  6. — Landlord  demanded  an  80  percent  increase  in  the  rental  over  the  one 
prevailing  for  the  last  4  years.  Tenant  complained  to  the  mayor's  committee  of 
the  city  of  New  York,  who  indicated  an  increase  of  20  percent  to  be  reasonable. 
Landlord  refused  to  follow  the  suggestion  of  the  mayor's  committee. 

Case  7. — ^Landlord  demanded  and  received  an  increase  of  80  percent. 

Case  8. — Landlord  demanded  and  received  an  increase  of  60  percent  over  the 
rent  paid  in  1941.  Tenant  had  agreed  to  an  increase  of  20  perceht  during  an 
intervening  period. 

Case  9. — In  this  case  the  landlord  demanded  an  increase  effective  July  1,  1944, 
of  a  little  more  than  100  percent  over  the  rent  paid  up  to  June  1943. 

Case  10. — In  this  case  the  landlord  demanded  and  received  an  increase  of  66% 
percent. 

Case  11. — In  this  instance  the  landlord  demanded  an  increase  of  100  percent 
and  settled  for  a  oO  percent  increase. 

Case  12. — The  landlords  had  been  receiving  a  rental  of  $12,000  in  the  year  1943 
but  demanded  and  received  an  increase  in  1944  of  approximately  75  percent, 
bringing  the  rental  up  to  $21,000.  The  same  landlords  have  indicated  they  intend 
to  raise  the  rents  for  1945  by  50  i)ercent  over  1944  levels  and  request  leases  for  a 
5-year  term. 

Case  13. — ^Landlord  demanded  and  received,  in  February  of  1944,  an  increase 
of  30  percent. 

Case  14. — Up  to  1943  tenant  paid  the  same  rent  for  7  years.  In  that  year  the 
building  was  sold  and  the  new  landlord  increased  the  rent  approximately  50 
percent,  and  in  1944  it  was  again  increased  bv  approximately  85  percent  over  the 
rental  of  1942. 

Case  15. — For  4  years  preceding  October  1943  tenant  paid  a  rental  of  $1,332  per 
year.  A  new  landlord  took  over  the  building  in  October  and  immediately  raised 
the  rent  to  $1,800.  He  also  instituted  many  economies  in  service  to  the  tenant's 
disadvantage. 

Case  16. — The  landlord  demanded  and  received  an  increase  of  approximately 
70  percent. 

Case  17. — Tenant  occupied  premises  for  12  years  at  an  annual  rental  of  $12,000. 
Relations  with  landlord  were  always  friendly.  In  the  early  part  of  1944  building 
was  sold,  and  when  lease  exi)ired  new  landlord  demanded  $16,200,  and  thereafter 
increased  his  demand  to  $18,000,  which,  if  not  accepted  at  a  fixed  hour,  .would  be 
increased  to  $21,000. 

Respectfully  submitted. 

National  Knitted  Outerweab  Association, 
Habold  Kobzenik,  Counsel. 


Statement  of  the  League  of  Women  Shoppebs,  Inc.,  in  Suppobt  of  S.  2716,  to 

THE  Senate  Banking  and  Cubbency  Committee 

Hon.  Robert  F.  Wagner,  chairman,  and  members  of  the  committee:  The 
League  of  Women  Shoppers,  Inc.,  is  a  Nation-wide  consumer  organization,  pri- 
marily concerned  with  the  protection  of  the  American  standard  of  living.  It 
is  keenly  interested  in  any  legislation  involving  the  consumer.  As  an  organi- 
zation, doing  an  earnest  job  on  the  home  front  in  support  of  the  Nation's 
program  to  prevent  inflation,  it  is  concerned  with  the  attack  on  that  program 
which  is  inherent  in  allowing  business  rents  to  rise  uncurbed. 

The  League  of  Women  Shoppers,  Inc.,  understands  that  witnesses  before  your 
committee,  such  as  Commissioner  Platzker,  chairman  of  the  New  York  City 
Fair  Rent  Committee,  will  refer  to  at  least  5,000  complaints  from  businessmen, 
showing  requests,  or  rather  demands,  for  rent  increases  on  business  properties 
of  from  30  to  200  percent.    The  facts  adduced  by  the  New  York  City  Fair  Rent 


Committee  also  prove  that,  in  many  cases,  there  have  been  evictions  or  threat- 
pned  evictions  of  businessmen  who  are  engaged  100  percent  in  production  for 
war  purposes,  because  of  their  failure  to  meet  the  demands  for  such  increases. 
As  a  result,  such  businesses  are  either  unable  to  produce  goods  vitally  needed 
in  the  war  effort,  or  are  unable  to  produce  them  at  a  contract  price  which  was 
based  on  the  existing  overhead.  . 

The  Senate  Small  Business  Committee,  which  investigated  1,500  complaints 
claiming  excessive  commercial  and  industrial  rents  in  New  York  City,  has  stated 
"pressing  need  exists  for  prompt  remedial  action."  Thousands  of  small  concerns 
have  leases  expiring  regularly.  _  ^     -^     4.- 

The  League  of  Women  Shoppers  believes  that  this  is  not  a  local  situation. 
The  history  of  inflation  has  shown  that  abuses,  like  a  contagious  disease,  spread 
nuickly  from  one  section  of  the  country  to  another  until  they  reach  epidemic 
proportions.  Symptoms  must  be  treated  promptly  and  effectively  so  that  they 
will  not  spread,  in  order  to  prevent  the  epidemic  of  inflation. 

Though  many  war  contracts  with  the  Government  are  on  a  cost-plus  basis 
and  thus  would  s^em  to  absorb  increased  rental  costs,  actually  the  cost  of  many 
rent  increases  is  passed  on  to  the  Government.  This  undermines  the  Govern- 
ment's war  and  antii-inflation  program  and  results  in  an  added  burden  on  the 
taxpayer,  for  the  increased  cost  to  the  Government  must  be  reflected  in  any 

new  tax  bill.  _  ,  ,^  .  ^      i,     i.  ^i  ^ 

Last  spring,  the  League  of  Women  Shoppers  expressed  its  anxiety  about  the 
uncurbed  increase  in  business  rents  and  was  asked  "What  difference  does  it 
mak'e  to  a  consumer  organization  that  businessmen  have  to  pay  more  rent? 
The  question  shows  a  failure  to  understand  the  relation  between  tliese  increa.ses 
and  the  price  structure,  and  therefore  inflation.  Many  Office  of  Price  Admin- 
istration ceiling  prices  are  fixed  after  consultation  with  industry  on  tlie  basis  of 
cost  plus  a  certain  fixed  mark-up.  It  has  been  more  than  difficult  to  keep  tliesc 
prices  down  to  ceiling,  and  it  has  enlisted  the  alertness  of  every  person  in  the 
country  to  insure  that  these  ceiling  prices  are  observed.  Because  of  the  tendency 
of  the  wholesaler,  retailer,  or  entrepreneur  to  violate  the  ceiling  price  Jind 
cliarge  the  consumer  with  every  added  cost  rise,  regardless  of  whether  it  is  a 
legitimate  cost  rise,  increased  commercial  rental  cost  offers  still  further  incentive 
and  temptation  to  violate  the  established  price  ceiling  or  to  demiuid  that  the 
Office  of  Price  Administration  revise  the  price  ceilings  upward.  And  of  course 
the  consumer  is  the  one  who  pays.  ,       ^ 

The  League  of  Women  Shoppers  cannot  overlook  the  fact  that  fees  for  profes- 
sional services  such  as  medical,  dental,  and  legal  services,  and  charges  for  other 
services  such  as  barbers  and  cosmeticians  are  not  controlled  by  the  Price  Control 
Act  Increased  rental  costs  to  those  rendering  these  professional  and  other 
services  are  immediately  reflected  in  increased  cost  to  the  consumer  for  these 

services. 

Reduction  of  production  costs  during  the  reconversion  and  post-war  period 
could  play  a  key  role  in  keeping  prices  down.  It  is  therefore  imperative  that  the 
drive  for'increased  rental  costs  which,  of  course,  are  figures  in  production  costs, 
should  be  stopped  riglit  now,  before  it  gets  to  the  point  of  increasing  rather  than 
decreasing  production  costs  during  the  reconversion  and  post-war  period. 

S.  2176  is  the  prompt  and  effective  treatment  for  the  particular  symptom  of  a 
strong  inflationary  tendency  with  which  this  committee  is  at  present  concerned. 
The  League  of  Women  Shoppers  urges  the  committee  to  pass  favorably  upon  the 
bill  which  is  now  before  it,  as  another  great  step  forward  in  the  Government's 
economic  stabilization  program. 

League  of  Women  Shoppebs,  Inc. 
Kathabine  Abmatage,  Chairman. 

The  Building  Owners'  and  Managers'  Association  of  Milwaukee, 

November  28,  19U. 
Hon.  RoBEET  F.  Wagner, 

United  States  Senate,  Washington,  D.  C. 
Dear  Sib  :  We  respectfully  submit  herewith  for  your  convenience  our  aflBdavit 
setting  forth  our  reasons  why  the  Wagner  bill,  S.  2176,  should  not  be  enacted. 
Very  truly  yours, 

Building  Ownebs'  and  Managf:bs'  Association. 
By  Thos.  E.  Allen,  President. 
State  of  Wisconsin, 

Milwaukee  County,  ss: 
I,  Thomas  E.  Allen,  president  of  the  Building  Owners  and  Managers  Associa- 
tion, of  the  city  of  Milwaukee,  State  of  Wisconsin,  desiring  to  call  to  the  atten- 
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tioii  of  the  committee  of  the  United  States  Senate  considering  Senate  bill  No. 
2176,  under  oath  depose  and  say : 

That  I  have  had  more  than  17  years'  experience  as  a  renting  agent  and  man- 
ager of  connuercial  properties  in  the  States  of  Illinois  and  Wisconsin,  and  that 
I  am  at  present  an  executive  officer  of  corporations  that  own  buildings  rented 
for  commercial  purposes,  and  as  such  executive  officer  I  am  resident  manager 
and  renting  agent. 

That  I  am  particu\irly  familiar  with  conditions  that  prevail  in  the  city  of 
Milwaukee  and  in  the  city  of  Chicago,  and  that  this  affidavit  is  prepared  after 
consultation  with  most  of  the  members  of  the  association  above  referred  to,  and 
they  are  in  agreement  that  the  statements  herein  made  represent  also  their 
judgment  and  experience. 

1.  Commercial  rents  in  these  districts  for  similar  values  represent  drastically 
vaiying  rental  rates,  because  commercial  rents  are  chiefly  influenced  by  the 
prevailing  obtainable  rentals  at  the  time  the  leases  are  made.  These  leases 
in  groups  go  back  from  18  years  to  probably  those  made  within  the  current  year. 
Those  that  go  back  to  1930  and  before  were  at  rental  rates  favorable  to  the  land- 
lord. Those  that  go  back  approximately  since  then  and  up  to  within  6  years 
ago  were  made  at  rental  rates  favorable  to  the  tenant.  #The  date  of  expira- 
tion and  the  conditions  of  the  rental  market  almost  exclusively  influence  the 
rent  that  the  tenant  agrees  to  pay.  Frequently  the  landlord  is  able  at  the 
subsequent  expiration,  when  rental  conditions  may  be  better,  to  make  a  better 
rate  for  the  same  area  to  effect  some  of  the  losses  that  the  very  low  rate  required 
him  to  carry. 

2.  Buildings  containing  commercial  tenants  would  be  the  victims  of  partial 
confiscation  if  somewhere  between  a  4  to  6  percent  return  after  depreciation 
could  not  be  earned.  The  bulk  of  the  commercial  rentals  in  large  cities,  par- 
ticularly insofar  as  comparatively  new  structures  are  concered,  are  at  rental 
rates  far  below  such  a  4  to  6  percent  net  return.  This  is  the  equivalent  to  con- 
fiscation of  some  of  the  owner's  investment. 

Prevailing  rental  rates  today  in  the  commercial  fields  in  cities  west  of  the 
AUeghenies  indicate  a  total  absence  of  any  attempt  on  the  part  of  landlords  to 
take  advantage  of  scarcity  in  supply.  If  Senate  bill  No.  2176  (the  Wagner  bill) 
is  passed,  most  leases  for  commercial  areas  will  be  made  subject  to  an  expira- 
tion date  equivalent  to  the  date  of  termination  of  the  rental  control  administra- 
tion. This  would  be  a  very  harmful  thing  to  the  tenant,  because  in  a  market  in 
which  it  is  conceded  that  there  is  not,  and  will  not  be,  more  than  a  10  percent 
vacancy,  a  large  proportion  of  leases  falling  due  at  one  date,  puts  the  tenant 
dangerously  near  the  mercy  of  the  landlord  and  produces  a  probability  of  an 
artificial  increase  in  rental.  The  industry  itself,  if  it  wasn't  for  the  threat  of 
this  rent  control,  can  be  relied  upon  to  prevent  in  the  future,  as  experience  shows 
it  always  has  in  the  past,  any  arbitrary  increase  in  rentals. 

Most  buildings  that  include  rentals  for  commercial  tenants  spend  upward  of 
40  percent  of  their  gross  receipts  (particularly  if  it  includes  office  building  ten- 
ants) in  servicing  costs  which  nowhere  near  reflect  any  increased  rentals  to 
cover  the  cost  of  increased  wages  to  service  employees.  Rental  control  could 
easily  within  constitutional  protection  force  a  rent  administration  to  permit  in- 
creases in  commercial  rents  which,  left  alone,  the  industry  has  proven  in  the 
bulk  of  commercial  rent  structures  in  this  country  will  not  prevail. 

3.  Any  examination  of  the  gross  business  done  by  commercial  tenants,  par- 
ticularly in  office  building  areas,  represents  rarely  more  than  2  percent,  and 
frequently  less  than  2  percent,  of  the  gross  turn-over  done  by  such  tenant  in 
the  exercise  of  his  annual  business  volume.  With  the  exception  of  the  retail 
store  tenant,  in  the  hundred  percent  metropolitan  locations,  the  average  tenant's 
war-caused  increase  in  total  annual  volume  makes  his  commercial  rent  of  so 
insignificant  a  portion  of  1  percent  as  to  in  no  way  reflect  any  threat  to  price 
increase,  to  the  public  in  his  commodity. 

4.  It  is  worth  the  committee's  attention  to  realize  that  the  chain  stores  in 
America,  while  they  frequently  pay  premium  rents  in  premium  locations,  are 
themselves  substantial  property  owners  in  other  locations  and  would  remain  a 
very  steadying  influence  in  keeping  rentals  in  hand,  unless  the  friction  that 
commercial  rent  control  would  produce,  is  enacted  into  law. 

5.  I  am  reminded  by  my  associates,  as  well  as  to  my  own  actual  knowledge 
that  there  is  now  in  the  process  of  being  translated  by  passage  into  law,  local 
city  and  county  government's  recognition  of  the  increased  cost  of  living  as  it 
affects  local  government  employees,  and  there  will  be,  as  a  result  of  its  inclusion 
m  the  1945  budget,  provision  equal  to  as  much  as  10  percent  of  the  total  munici- 
pal expenditures,  sums,  to  take  care  of  this  additional  cost  of  living  bonus  as 


reported  in  new  salary  wage  stabilization  rates,  which  will  substantially  affect 
the  tax  bill  of  the  landlords.  In  any  event,  to  prevent  inequity  and  injustice, 
this  shoud  be  recognized  by  your  committee  as  an  additional  threat  to  the 
industry  if  Senate  bill  No.  2176  is  passed  at  this  time,  in  view  of  this  tax 

^^  6  ^It  is  my  conclusion  that  the  committee  recognizing  that  most  comparatively 
new  modern  structures  created  for  commercial  rental  occupancy  are  today  re- 
ceiving gross  rentals  more  than  25  percent  less  than  they  were  erected  to  attract, 
and  that  is  why,  particularly  in  the  office  building  field,  an  abundance  of  stat- 
istics are  available  to  demonstrate  that  the  over-all  return  of  the  industry  has 
been  substantially  less  than  2  percent  of  the  equity  investment,  and  that  the 
bulk  of  the  industry  were  compelled  to  reorganize  in  bankruptcy,  to  maintain 
the  semblance  of  an  artificial  solvency. 

7.  It  is  equally  a  matter  of  public  knowledge  and  record  that  despite  a  sub- 
stantial increase  in  the  volume  of  occupancy  and  the  diminution  in  the  per- 
centage of  vacancy,  increased  operating  costs  leave  the  industry  as  a  whole  no 

better  off  financially.  ,  .         ..,  .  ^.  ^ 

8  The  Senate  committee  undoubtedly  will  sympathize  with  my  conviction  and 
conclusion  that  the  industry  which  because  of  the  war  was  compelled  to  defer  a 
very  large  proportion  of  its  necessary  maintenance,  and  which  deferment  rep- 
resents millions  of  dollars  of  costs  that  the  commercial  building  field  did  not 
earn,  if  this  Senate  bill  No.  2176  was  passed  would  be  a  substantial  deterrent 
to  the  present  developing  plans  by  which  this  industry  hopes  to  be  able  to  finance 
this  very  large  maintenance  deficiency.  If  this  bill  is  passed,  it  is  my  judgment 
that  such  discouragement  would  be  a  substantial  contribution  to  a  diminution 
of  after-the-war  employment,  in  this  maintenance  field. 

9.  It  is  the  conviction  of  my  building  group,  largely  made  up  of  the  owners 
of  modern  properties  created  in  the  last  20  years,  and  in  most  cases  having  a 
bulk  proportion  of  their  properties  utilized  by  office-building  tenants  that  in  any 
event  Senate  bill  No.  2176  should  not  include  modern  structures  predominately 
occupied  by  office-building  tenants,  because  in  this  field  the  commercial  tenant's 
rent  bears  no  relation  to  the  commodity  that  the  tenants  deal  in,  because  it 
is  too  small  a  fraction  to  be  translated  into  an  increased  cost-of-living  threat. 

10.  It  is  my  conclusion  that  the  office-building  industry,  in  particular  hav- 
ing frequently  many  hundred  of  tenants  per  building,  would  find  itself  in  a 
very  serious  situation.  Being  classified  as  an  nonessential  industry,  it  has  been 
unable  to  retain  the  services  of  its  necessary  personnel,  and  the  great  amount 
of  details  that  this  Senate  bill  would  include  having  to  be  furnished  to  the 
Government,  would  further  make  a  drain  on  manpower,  at  a  time  when  the 
industry  is  in  agreement  with  the  Government,  that  manpower  should  be  con- 
served for  war  production. 

11.  I  am  prepared  to  furnish  the  committee  with  the  written  statement  of 
a  preponderant  majority  of  the  tenants  of  the  office-building  segment  of  com- 
mercially rented  buildings  to  the  effect  that  they  are  opposed  to  this  legisla- 
tion, and  have  met  an  understandably  satisfactory  reliance,  upon  the  present 
relationship  of  landlord  and  tenant  without  the  intrusion  of  this  legislation, 

12.  I  have  also  included,  in  forwarding  this  affidavit  to  your  committee's  at- 
tention, a  series  of  communications  which  I  have  a  desire  to  file  as  accompanying 

exhibits. 

Thos.  E.  Allen. 

Subscribed  and  sworn  to  before  me  this  th  day  of  November  1944. 


My  commission  expires  July  1, 1945. 


Pel&bl  MiBCKin^ 
Notary  Public.  Milwaukee  County j  Wis. 


(The  following  letter  and  telegram  were  submitted  for  the  record 
by  Senator  Hay  den,  of  Arizona:) 

The  Professional  !Building. 
Phoenix,  Ariz.,  November  27,  /5)//. 
Senator  Cabl  Haydbn, 

Senate  Office  Building,  Washington,  D.  C. 

My  Dear  Senator  :  On  Thursday,  November  30,  and  Friday,  December  1,  there 

is  to  be  a  hearing  of  the  Senate  Banking  and  Currency  Committee  on  the  Wagner 

bill,  S.  2176,  relating  to  the  control  of  commercial  rents.    Owners  of  commercial 

property  are,  and  of  right  should  be,  interested  in  this  proposed  legislation.    A 
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hearing  some  2  years  ago  on  a  similar  proposal  resulted  in  suflBcient  information 
being  presented  to  the  Banking  and  Currency  Committee  to  satisfy  the  committee 
of  the  unjustification  of  such  legislation. 

I  am  enclosing  a  copy  of  telegram  addressed  to  the  National  Association  of 
Building  Owners  and  Managers  with  which  the  Building  Owners  and  Managers 
of  Phoenix  is  affiliated.  This  telegram  very  briefly  states  the  local  commercial 
rental  situation. 

The  National  Association  of  Building  Owners  and  Msmagers  will  present  before 
the  hearing  above  referred  to,  information  which  will  show  our  industry  has 
only  partially  recovered  its  earning  ability  which  was  so  seriously  impaii*ed  dur- 
ing the  depression  years.  This  same  condition  applies  to  property  in  Phoenix 
and  throughout  Arizona.  Operating  costs  have  increased  substantially  during 
the  past  4  years,  labor  costs  have  increjised  as  much  as  100  percent  in  some  of  the 
larger  office  buildings.  The  abnormal  occupancy  of  office  buildings  and  store 
property  is  the  only  factor  which  makes  possible  the  payment  of  these  increased 
operating  expenses  at  present  rental  rates  without  showing  a  net  loss  from 
operations.  In  spite  of  these  conditions  we  find  no  general  attitude  on  the  part 
of  property  owners  to  take  any  advantage  of  this  situation  nor  to  approach  any 
program  of  general  rental  increase  unless  there  is  a  continued  and  further  increase 
in  operating  costs. 

There  may  be  individual  circumstances  of  high  percentage  increase  in  rental 
rates  of  certain  store  properties.  Investigations  show,  however,  that  in  such  cases 
the  percentage  of  increase  is  based  upon  a  ridiculous  subnormal  rate  resulting 
from  the  competition  of  much  vacant  space  during  the  years  1933  to  1936.  Most 
of  this  type  of  commercial  space  is  occupied  on  long-term  leases  and  in  many 
instances  the  owners  have  had  no  opportunity  to  revise  these  subnormal  depression 
rates  until  the  present  time,  with  many  leases  still  existing  at  the  low  rates. 

On  behalf  of  the  Building  Owners  and  Managers  Association  of  Phoenix,  I 
appeal  to  you  to  give  your  earnest  consideration  to  this  proposed  legislation.  We 
cannot  afford  to  jeopardize  our  good  will  and  our  future  relationships  with 
tenants  on  these  long-term  investments  by  rent  gouging  under  conditions  which 
might  make  it  possible.  Neither  can  we  afford  to  jeopardize  the  private  investment 
in  commercial  properties  by  facing  the  possibility  of  operating  losses  during  the 
•  most  prosperous  economical  period  in  our  Nation's  history  after  having  just  begun 
to  climb  out  of  the  continuing  net-loss  years  of  the  depression. 
Sincerely  yours, 

Le  6.  Moore, 
President,  Building  Oicners  and  Managers  Assoeiation  of  Phoenix. 

National  Association  of  Buiij>ing  Owners  and  Managers, 

Chiea-go,  III.: 

Regret  inability  to  appear  for  our  association  at  hearing  of  Senate  Banking 
and  Currency  Committee  on  Wagner  bill,  S.  2176,  to  control  commercial  rents. 
Rental  increases  in  office  space  average  loss  than  10  percent  over  substandard 
depression  rates.  These  increases  are  equal  to  less  than  one-half  of  increase 
in  labor  costs  alone  during  past  4  years.  Lack  of  control  of  operating  costs  and 
agitation  for  increase  of  minimum  wage  may  spell  disaster  to  millions  of  dollars 
of  private  investments  here  if  this  control  becomes  effective.  A  major  factor  of 
operating  cost  is  service  furnished  tenants.  Unless  cost  of  these  services  can  be 
controlled  or  cut  back,  present  rental  rates  will  not  cover.  At  100  percent 
occupancy  no  office  building  here  is  netting  4  percent. 

Store  rentals  show  slightly  higher  increases.  Such  increases  lag  far  behind 
increase  in  retail  sales  volume  and  present  store  rents  do  not  approach  predepres- 
sion  rates  in  spite  of  heaviest  dollar-volume  sales  in  history. 

There  is  no  condition  here  which  would  justify  commercial  rent  control.  Would 
proponents  of  this  bill  consider  an  allowable  increase  in  rental  rates  r v^r  1940  in 
same  percentage  as  increase  in  labor  cost  during  same  period? 

Le  G.  Moore, 
President,  Building  Owners  and  Mana{fers  Assoeiation  of  Phoenix, 
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FBIDAY,  DECEMBER   1,   1944 

United  States  Senate, 
Committee  on  Banking  and  Currency, 

Washington,  D.  C 

The  committee  met  at  10:30  a.  m.,  pursuant  to  adjournment  of 
Thursday,  November  30,  1944,  in  room  301,  Senate  Office  Buildmg, 
Senator  KobertF.  Wagner,  chairman,  presiding:  ,     ,      ,     -o 

Present:  Senators  Wagner  (chairman),  Eadcliffe,  Maybank,  But- 
ler, Buck,  and  Hawkes. 

The  Chairman.  The  committee  will  come  to  order. 

Senator  Mead,  as  one  of  the  members  of  the' Committee  on  Small 
Business,  and  also  chairman  of  a  very  important  committee,  I  know 
you  are  busy  and  we  are  going  to  ask  you  to  go  on  first,  and  then  we 
will  take  up  the  regular  list  of  witnesses. 

STATEMENT  OF  HON.  JAMES  M.  MEAD,  JUNIOR  SENATOR  FROM  THE 

STATE  OF  NEW  YORK 

Senator  Mead.  Thank  you,  Mr.  Chairman.  I  appreciate  this  op- 
portunity, and  I  would  not  take  the  time  of  the  committee  were  it 
not  for  the  fact  that  our  Committee  on  Small  Business  went  into  this 
matter  and  held  hearings  on  it  sometime  ago. 

I  want  you  to  have  a  copy  of  our  report,  a  copy  of  the  hearmgs, 
together  with  some  other  information  which  will  give  you  a  cross- 
section  of  the  situation  throughout  the  country  on  this  subject. 

Now,  if  it  meets  with  your  approval  I  would,  like  to  read  a  short 
statement  I  have  prepared. 

The  Chairman.  Yes ;  we  will  be  very  glad  to  hear  you. 

Senator  Mead.  Mr.  Chairman,  I  appear  here  today  as  a  member  of 
the  Senate  Small  Business  Committee  at  the  request  of  the  distin- 
guished chairman  of  that  committee,  Senator  Murray.  Senator  Mur- 
ray wants  me  to  express  his  regret  that  only  the  imminent  stage  of 
other  legislation  with  which  he  is  concerned,  makes  it  impossible 
for  him  to  appear  personally  in  response  to  your  kind  invitation. 

As  you  know,  Mr.  Chairman,  Senator  Murray  and  I  have  given 
earnest  study  to  this  problem  of  commercial  rent  abuses  and  par- 
ticularly to  their  effect  upon  small  business  enterprise. 

That  is  our  particular  province. 

It  was  the  subject  of  a  hearing  held  by  the  Senate  Small  Business 
Committee  on  July  14  of  this  year  at  which  many  witnesses  were 
heard  and  a  great  deal  of  documentary  evidence  introduced.  The 
committee  recognized  that  these  excessive  rentals  for  commercial 
space  were  a  grave  threat  not  only  to  the  security  and  continuance 
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of  large  numbers  of  small  concerns  but  also  to  our  whole  structure 
against  the  spiral  of  wartime  inflation. 

The  record  of  our  Small  Business  Committee  hearing  in  July  dis- 
closed a  great  many  shocking  cases  of  excessive  rentals  and  other 
onerous  conditions  sought  to  be  imposed  in  connection  with  business 
occupancies.  It  was  i^erfectly  clear  to  our  committee  that  in  making 
these  exorbitant  demands  many  commercial  landlords  were  not  un- 
aware of  their  temporarily  advantageous  bargaining  position  due  to 
present  abnormal  conditions  of  the  war  period.  Apart  from  the 
serious  public  danger  inherent  in  such  a  situation,  the  tragic  hard- 
ship which  it  imposes  upon  many  small  and  medium-sized  concerns 
is  too  obvious  for  argument. 

It  appeared  that  these  many  abuses,  while  particularly  numerous 
and  acute  in  New  York  City,  were  duplicated  in  some  degree  through- 
out the  United  States,  coming  as  they  did  from  approximately  30  States 
of  the  Union.  It  was  apparent,  too,  that  unless  effective  measures 
were  taken  to  deal  with  this  situation  a  continuance  of  these  abuses 
would  create  a  problem  of  the  first  magnitude  in  many  areas  of  the 
home  front. 

It  therefore  seemed  to  the  committee  then,  as  it  seems  to  me  now, 
that  the  need  for  remedial  action  was  immediate  and  urgent.  The 
apparent  preponderance  of  complaints  from  New  York  City  and  the 
practical  difficulties  necessarily  involved  at  that  time  in  further  amend- 
ing the  Emergency  Price  Control  Act  led  us  to  the  conclusion  that 
prompt  action  could  most  readily  be  obtained  through  action  by  the 
State  authorities.  Accordingly  the  Senate  Small  Business  Committee, 
in  its  report  based  on  the  record  of  its  July  hearings,  urged  the  par- 
ticular States  in  which  these  commercial  rent  abuses  existed  to  deal 
with  them  directly  by  enacting  their  own  remedial  legislation  or 
otherwise. 

Senator  Matbank.  Senator,  may  I  interrupt  you  ? 

Senator  Mead.  Yes. 

Senator  Matbank.  What  was  the  date  of  that  ? 

Senator  Mead.  The  hearings  were  held  on  July  14  and  the  com- 
mercial rent  report  was  made  in  October — the  first  week  of  October. 

Senator  Matbank.  Didn't  you  advise  them  to  first  look  into  the 
matter  locally  ? 

Senator  Mead.  Oh,  yes. 

Senator  Matbank.  But  you  don't  remember  the  exact  date  of  that — 
when  the  report  was  finished  ? 

Senator  Mead.  It  was  some  time  in  October.  We  brought  it  out, 
however,  during  the  course  of  the  hearings,  and  in  most  cases  the  wit- 
nesses told  us  they  had  already  appealed  to  the  State  authorities. 

However,  in  that  report,  Mr.  Chairman,  the  Small  Business  Commit- 
tee did  not  bar  Federal  regulation.  On  the  contrary,  we  expressly 
reserved  that  alternative  if  the  State  governments  failed  to  act  in 
accordance  with  our  recommendation.  In  this  connection,  the  closing 
sentence  of  the  report  says : 

It  is  your  committee's  earnest  hope,  however,  that  appropriate  action  by  State 
and  local  authorities,  coupled  with  a  patriotic  restraint  on  the  part  of  owners  of 
business  real  estate,  will  continue  to  make  Federal  control  unnecessary. 

Unfortunately,  Mr.  Chairman,  this  hope  with  respect  to  State  action 
expressed  in  the  report  of  the  Senate  Small  Business  Committee  has 
not  been  realized.    Complaints,  letters,  and  other  advices  reaching  the 


committee  indicate  that  the  situation  has  grown,  rather  than  dimin- 
ished, in  extent  and  acuteness,  since  the  July  hearing.  I  have  here, 
and  with  your  permission,  will  insert  in  the  record,  a  selection  ot  com- 
plaints from  outside  New  York  which  indicate  the  growing  serious- 
ness of  the  problem  and  point  to  the  need  for  prompt  remedial  action. 

Mr.  Chairman,  with  your  permission,  I  would  like  to  have  those  com- 
plaints inserted  in  the  record. 

The  Chairman.  Very  well. 

(The  group  of  letters  is  as  follows:) 

General  Truck  Drivebs  and  Helpers  Union, 

Canton,  Ohio,  November  11, 19^. 

Hon.  James  E.  Murray, 

United,  States  Senate,  Washington,  D.  C. 

My  Dear  Senator  :  Several  months  ago  we  had  a  considerable  amount  of  con- 
fusion in  Canton  regarding  Home  Owners'  Loan  Corporation  conversion  homes 
through  its  agency  charging  excessively  high  rentals.  At  that  particular  time  we 
contacted  Senator  Robert  A.  Taft  and  the  local  rent  director,  A.  R.  McConneU, 
and  within  a  few  months  we  had  the  rents  of  200  Home  Owners'  Loan  Corpora- 
tion reconversion  homes  decreased  21  percent,  which  amounted  to  several  million 
dollars  of  a  savings  to  the  renters  in  Stark  County. 

At  this  particular  moment  in  Canton  we  find  ourselves  in  another  dilemma 
regarding  rentals,  and  on  this  occasion  it  is  the  need  of  commercial  rent  control 
that  should  be  enacted  by  the  Federal  Congress  and  Senate.  We  are  very  much 
inclined  to  believe  that  this  issue  is  becoming  frightfully  serious  and  should 
be  given  Federal  attention  inasmuch  as  rentals,  either  under  the  rental  system  or 
lease  have  been  skyrocketed  in  Canton  to  all  types  of  small  business  enterprises, 
doctors,  lawyers,  dentists,  etc.  The  rentals  in  some  cases  have  increased  to  more 
than  100  percent  during  the  past  year,  and  we  have  every  reason  to  believe  that 
this  subject  matter  cannot  be  controlled  through  local  or  State  agencies  inasmuch 
as  State  control  and  local  control  have  been  neglected  so  much,  while,  on  the  other 
hand,  Federal  control  of  practically  all  war-effort  enterprises  and  institutions 
has  been  very  successful.  ^   ^     ,^  . 

Therefore,  we  are  inclined  to  believe  that  the  Federal  Government  should  inune- 
diately  prepare  to  introduce  proper  legislation  calling  for  Federal  control  of  com- 
mercial buildings,  hotels,  etc.  For  your  information,  some  of  the  hotels  in  the 
State  of  Ohio  have  carried  on  excessively  high  rental  rates  since  the  inception 
of  the  war  notwithstanding  the  fact  that  rent  control  is  supposed  to  cover  hotels, 

lodging  rooms,  etc.  ^    ,         ^_  . 

Recently  I  received  a  letter  from  Mayor  LaGuardia,  of  New  York,  on  this  par- 
ticular subject  matter,  and  Mayor  LaGuardia  advised  me  that  the  exorbitant  and 
excessive  rents  are  getting  out  of  control  in  New  York,  and  believes  as  I  do  that 
there  is  only  one  solution,  and  that  is  in  the  enactment  of  enabling  legislation  by 
the  Federal  Government  to  take  control  over  commercial  buildings. 

Will  appreciate  very  much  your  kind  consideration  of  this  subject  matter ;  and 
if  we  can  be  of  further  assistance  in  any  manner,  shape,  or  form,  please  feel  free 

to  call  upon  us. 

Appreciatively  yours,  ^ 

^^  Tom  Oakes. 


CoBT  Shoes,  Inc., 
Cleveland,  Ohio,  November  20, 19J^. 

Mr.  Harold  M.  Schwab, 

The  American  Business  Congress,  Neto  York,  N.  Y. 

Dear  Sib  :  We  are  giving  you  the  following  information  on  the  advice  of  Mr. 
William  Girdner,  of  the  National  Council  of  Shoe  Chains. 

The  rent  of  our  store  at  516  Adams  St.,  Toledo,  Ohio,  was  increased  from 
$300  to  $450  per  month,  an  increase  of  50  percent.  We  refused  to  pay  this 
increase  and  were  ordered  to  vacate.  The  new  tenant  is  now  paying  $450  per 
month. 

We  have  been  notified  by  the  owners  of  a  store  we  occupy  in  Cleveland,  Ohio, 
that  our  rent  will  be  increased  from  $275  per  month  to  $350  per  month,  an 
increase  of  27  percent,  effective  January  1, 1945. 
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We  have  been  notified  by  the  owners  of  a  store  we  occupy  in  Warren,  Ohio, 
that  our  rent  will  be  increased  from  $275  per  month  to  $325  per  month,  an 
increase  of  18  percent,  effective  February  1, 1945. 

Hoping  that  this  information  will  lielp  you  in  your  fight  to  control  business 
rents,  we  remain, 

Very  truly  yours, 

CoBT  Shoes,  Inc., 
By  L.  J.  CoRT. 


Marsh  Business  College  and 
Dickinson  Secretarial  School, 

Atlanta,  Ga.,  August  11, 191^^. 
Mr.  Harold  M.  Schwab, 

Executive  Director,  American  Business  Congress,  Neic  York,  N.  Y. 

Deiar  Mr.  Schwab  :  Thank  you  for  your  letter  of  August  15.  It  is  gratifying 
to  know  that  some  one  is  taking  the  lead  in  behalf  of  the  small  business  men 
of  the  United  States. 

Let  me  give  you  one  instance  that  might  be  of  interest.  And  I  have  the  per- 
mission of  the  person  involved  to  relay  the  information  to  you. 

Fourteen  years  ago  Blick's  Bowling  Center  was  established  here  in  Atlanta 
occupying  the  top  floor  of  the  Belle  Isle  Garage.  They  paid  an  annual  rental 
of  $12,000.  Their  lease  expired  on  March  1,  1944,  and  a  renewal  was  refused 
unless  they  agreed  to  pay  a  rental  of  $24,000  per  year — exactly  double  the 
amount  they  were  paying  previously.  This  they  could  not  do  and  they  are  there- 
fore storing  their  equipment  and  vacating  the  space  they  occupieil.  This  Bowl- 
ing Center  was  visited  every  day  and  every  night  by  hundreds  and  hundreds 
of  service  men  and  women  as  well  as  citizens  of  Atlanta  and  surrounding 
counties.     It  had  come  to  be  nationally  known  as  a  bowling  center. 

I  have  contacted  others  and  will  get  more  detailed  information  and  forward 
to  you. 

Perhaps  you  might  be  interested  in  knowing  what  the  regional  rent  executive 
here  in  Atlanta  told  me  just  about  the  time  our  rent  was  increased  $100  per 
month.  I  called  to  ask  him  if  there  was  any  way  we  could  avoid  the  payment 
of  the  increase.  He  said  "No;  there  is  no  reason  why  you  should  not  pay  It, 
commercial  rents  are  too  low  in  Atlanta.  We  take  the  position  that  business 
firms  should  bid  for  the  space  and  let  the  highest  bidder  get  it."  Also  said,  "there 
is  too  much  concentration  on  the  main  streets,  etc.,  etc.,  and  there  is  plenty  of 
space  out  in  the  outlying  districts  that  one  can  use."  I  retorted  that  he  had 
his  office  on  one  of  the  main  streets,  in  fact,  condemnation  proceedings  were 
brought  and  the  tenants  put  out.  It  was  all  right  for  others  to  get  way  out  in 
the  edge  of  town  but  he  wante<l  his  office  right  down  town. 

I  also  told  him  that  his  attitude  could  not  be  classed  as  anything  but  en- 
couraging inflation.  If  a  person  has  to  offer  the  highest  bid  for  his  office  space 
there  is  no  reason  why  he  should  not  do  the  same  for  his  residence. 

The  Supreme  Court  to  the  contrary,  the  Rent  Control  Act  as  it  is  today  is 
unconstitutional  in  that  it  grants  si)ecial  privileges  to  a  few — the  owners  of  com- 
mercial property.  The  Constitution  expressly  forbids  special  privileges  to  any 
special  cla.ss,  but  it  has  been  granted  to  a  special  class  nonetheless. 

At  the  time  you  are  ready  for  me  to  do  so,  I  shall  write  both  of  our  Senators 
as  well  as  our  10  Congressmen  for  this  State.  I  know  all  of  these  men  per- 
sonally. In  addition.  I  shall  have  many  of  my  i3ersonal  friends  bombard  the 
Georgia  congi-essional  delegation  with  letters  and  telegrams  urging  them  to  sup- 
port this  bill. 

If  I  can  be  of  further  service  plea.se  do  not  hesitate  to  call  on  me. 
Very  truly  yours, 

A.  A.  Reynolds. 

P.  S. — ^I  would  suggest  that  you  ask  the  Atlanta  Journal  and  the  Atlanta  Con- 
stitution to  carry  a  news  item  about  this  matter.  It  would  be  seen  by  lots  of 
people  that  I  could  never  hope  to  get  in  contact  with.  Of  course,  there  is  this 
to  consider :  These  owners  of  commercial  property  are  well  organized  and  have 
a  large  lobby  fund — they  told  me  so.  Also  this  regional  rent  executive  in  Atlanta 
is  on  their  side.  They  would,  of  course,  know  what  was  in  the  wind  and  take 
steps  to  block  our  efforts. 


Philadelphia  Coat  and  Suit  Manufacturers'  Association, 

Philadelphia,  Pa.,  August  21,  19U. 

Mr.  Harold  M.  Schwab,  ,    ,t  tt 

Executive  Secretary,  American  Business  Congress,  New  York,  N.  Y. 

Dear  Mr.  Schwab:  I  am  enclosing  the  signed  copy  of  the  resolution  which  you 

^^Unfortunately,  I  am  a  bit  pressed  for  time  and  am  therefore  able  to  cite  but  a 
few  instances  of  rent  increases,  such  as  Gamson,  1133  Arch  Street,  50  percent 
increase;  Redman  Bros.,  1024  Filbert  Street,  50  percent;  Modern  Coat  &  Suit, 
1230  Arch  Street,  25  percent;  Edelson  &  Sons,  Inc.,  Twenty-second  and  Arcli 
Streets,  25  percent ;  Levitt  &  Cooper,  1024  Filbert  Street,  25  percent. 
As  to  other  industries  affected,  you  might  contact  the  following: 
A  Silver,  executive  secretary,  Philadelphia  Waist  &  Dress  Manufacturing 
Association,  12  South  Twelfth  Street;  Wm.  Flickstein,  executive  secretary,  Phil- 
adelphia Clothing  Manufacturing  Association,  215  South  Broad  Street ;  S.  Rudow, 
executive  secretary,  Blouse  &  Dress  Contractors'  Association,  12  South  Twelfth 
Street    (also  Men's  Clothing  Contractors'  Association). 

I  tentatively  plan  to  be  in  New  York  on  Thursday,  and  if  at  all  possible  shall 
attempt  to  attend  your  meeting.  Should  you  want  any  additional  information, 
please  communicate  with  me. 

Sincerely  yours,  ^ 

(Miss)  Sonia  Tettelman. 

Philadelphia  Coat  and  Suit  Manufacturers'  Association, 

Philadelphia,  Pa.,  August  15,  1944- 

Mr.  Harold  M.  Schwab,  ,    ^r  xr 

Executive  Director,  American  Business  Congress,  Neiv  York,  N.  Y. 

Dear  Mr.  Schwab  :  Your  recent  letter  to  Mr.  Redman,  president  of  our  associa- 
tion, has  been  referred  to  me.  ^  .      ^^      ■ 

Regarding  increases  in  rentals  of  our  members,  I  wish  to  advise  that  inquiries 
have  been  made  which  revealed  that  in  all  cases  on  the  renewals  of  leases  increases 
ranging  from  25  percent  to  50  percent  were  effected,  during  the  past  year.  Other 
industries  have  also  been  affected. 

We  would  be  glad  to  cooperate  with  your  committee. 

Sincerely  yours,  ,,.     ,   «   r,^ 

(Miss)  S.  Teitelmax. 

Philadelphia,  Pa.,  August  7,  1944. 

Harold  M.  Schwab, 

Executive  Director,  American  Business  Congress, 
Care  of  Waldorf  Astoria  Hotel,  Ncic  York,  N.  Y.: 
Would  like  to  go  on  record  urging  the  adoption  of  the  amendment  of  the 
Office  of  Price  Administration  regulations  to  Include  commercial  rentals. 

-Philadelphia  Cloak  and  Suit  Manufacturers  Association, 
Harry  Redman,  President. 


Gettier-Montanye,  Inc., 
Baltimore  (1),  Md.,  August  16,  1944. 

Mr.  Harold  M.  Schwab, 

Executive  Director,  American  Business  Congress, 

New  York,  N.  Y. 

De-vr  Mr.  Schwab:  Upon  my  return  from  New  York,  I  find  your  letter  of 
August  11.  I  wrote  Senator  Murray  under  date  of  July  17.  I  am  giving  you 
the  information  herewith,  giving  the  rent  we  have  paid  during  the  past  2  or  3 
years. 

Under  date  of  May  19,  1941,  we  signed  a  lease  for  $2,240.  On  June  14,  1943. 
the  rent  was  increased  to  $2,750,  and  we  were  only  allowed  a  1-year  lease. 

Under  date  of  May  1944,  we  were  given  a  2-year  lease  at  $5,000  per  year. 
Under  date  of  April  15,  we  were  advised  by  the  First  National  Bank,  who  col- 
lect the  rents  from  the  building,  that  we  could  take  a  5-year  lease,  and  I  believe 
the  terms  were  to  be  $4,000  for  the  first  2  years,  and  $4,500  for  the  third  year ; 
and  $5,000  for  the  fourth  and  fifth  years. 
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Due  to  the  fact  that  we  are  a  small  concern,  we  did  not  feel  justified  in  sign- 
ing a  5-year  lease,  esi)eclally  where  the  rents  advanced.  We  tried  to  get  an 
option  of  taking  a  5-year  lease,  but  signing  for  only  2  years  at  $4,000,  and  then 
at  the  end  of  2  years  we  would  have  the  privilege  of  vacating  or  signing  the 
lease  at  a  higher  rate.     However,  they  refused  to  do  this. 

Baltimore  was  the  first  critical  area  zone  in  the  United  States,  and  business 
properties  are  very  hard  to  secure,  so  the  only  thing  we  could  do  was  to  take 
a  2-year  lease  and  we  were  forced  to  pay  $5,000  for  this. 

I  have  copies  of  all  of  these  leases,  and  I  hope  that  this  will  prove  useful  to 
you  in  your  investigation.  I  am  showing  your  letter  to  other  tenants  of  this 
building,  and  you  will  probably  hear  from  several  of  them. 

There  was  no  money  spent  in  repairs,  or  no  improvements  made.  We  got 
exactly  the  same  service  as  previously.  Recently  we  have  complained  because 
there  is  not  sufficient  water  on  our  floor  for  drinking  or  sanitary  purposes,  and 
we  have  recently  advised  the  landlord  that  we  wanted  more  pressure  brought 
to  our  floor  or  we  would  report  the  matter  to  the  health  department. 

If  there  is  anything  more  that  I  can  do  to  cooperate,  please  advise  me. 
Very  truly  yours, 

Gettieb-Montanye,  Inc., 
C.  N. ,  MoNTANYE,  President. 

BijOck's  Shoe  Stores, 
Seattle,  Wash.,  November  20, 1944- 
Mr.  Schwab, 

American  Business  Congress,  New  York,  N.  Y. 
Deab  Sib:  On  November  17,  Mr.  Girdner,  advised  us  by  letter  that  you  were 
interested  in  having  our  experience  with  renewals  on  commercial  property. 

We  have  had  only  one  expiration  recently.  We  were  paying  $100  a  month  for 
some  space  which  we  occupied  in  the  downtown  district  in  Seattle,  Wash.  We 
were  asked  to  pay  $300  for  an  extension  of  our  lease  on  this  si)ace,  and  we  have 
vacated. 

Yours  very  truly, 

Max  H.  Block. 

Stone's  Unique  Shoe  Store,  Inc., 
Wilmington,  Del.,  August  I4, 1944- 
AicEBicAN  Business  Congbess, 

New  York,  N.  Y. 

Gentlemen  :  We  learned  that  you  are  leading  a  fight  for  small  businessmen 
in  Congress.   We  are  therefore  addressing  our  problem  to  you. 

Our  5-year  lease  still  has  9  months  yet  to  run,  at  a  rental  of  $3,600  per  year. 
A  New  York  relator  bought  up  a  long-term  lease  over  our  head,  and  now  insists 
that  we  sign  a  new  lease,  effective  at  once,  for  $5,500  per  year,  thus  canceling 
our  present  $3,600  per  year  lease. 

Of  course,  we  can  refuse  to  sign  a  new  lease  and  thereby  we  shall  be  able  to 
stay  here  for  9  months,  under  the  old  lease,  but  after  that  we  shall  have  to  go 
out  of  business. 

With  normal  economic  conditions  restored  after  the  war,  would  a  small  business 
be  able  to  withstand  such  a  rent-gouging  operation  as  our  new  lease  holder  wishes 
to  impose  on  us?   We  seriously  doubt  it. 

We  urge  you  to  use  your  influence  to  press  legislation,  placing  a  ceiling  on 
business  rentals,  similar  to  the  ceiling  now  governing  residential  properties. 

We  thank  you  for  the  opportunity  of  presenting  our  story  to  you. 
Yours  very  truly, 

Joseph  Stone,  President. 

Stone's  Unique  Shoe  Store,  Inc., 
Wilmington..  Del.,  August  12,  1944, 

Hon.  James  E.  Murray. 

Chairman,  Small  Business  Committee, 

Senate  Building,  Washington,  D.  C. 
Deab  Sib:  Hearing  of  the  valiant  fight  which  you  and  your  committee  are 
waging  on  behalf  of  small  business,  particularly  in  the  field  of  exorbitant  rent 
increases,  I  wish  to  bring  our  individual  case  to  your  attention. 


Our  5-year  lease  still  has  9  months  yet  to  run,  at  a  rental  of  $3,600  per  year. 
A  New  York  realtor  bought  up  a  long-term  lease  over  our  head,  and  now  insists 
that  we  sign  a  new  lease,  effective  at  once,  for  $5,500  per  year,  thus  canceling  our 
present  $3,600  per  year  lease. 

Of  course  we  can  refuse  to  sign  and  thereby  we  shall  be  able  to  stay  here  for 
9  more  months  but  after  that  we  shall  have  to  go  out  of  business. 

With  normal  economic  conditions  restored  after  the  war,  would  a  small  business 
be  able  to  withstand  such  a  rent-gouging  operation  as  our  new  lease-holder  wislies 
to  impose  on  us?    We  seriously  doubt  it. 

We  therefore  urge  you  and  your  committee  to  rush  legislation  to  prevent  rent 
gouging  on  business  rentals  in  order  to  help  preserve  the  business  life  of  the  small 
businessman. 

We  thank  you  fpr  this  opportunity  of  presenting  our  story  to  you. 
Yours  very  truly, 

Joseph  Stone, 

President. 


Habby  Panitz  &  Co., 
Baltimore,  Md.,  August  17,  1944 

Mr.  Harold  M.  Schwab, 

Executive  Director,  ca/re  of  American  Business  Congress, 

New  York  18,  N.  Y. 

Deab  Mb.  Schwab  :  You  may  be  able  to  help  us  solve  a  problem  confronting  us. 

We  are  in  a  building  where  we  have  been  for  a  number  of  years  at  a  moderate 
rental.  The  building  has  been  purchased,  as  we  learn,  by  a  New  York  concern, 
which  has  advanced  the  rent  from  what  we  originally  paid,  which  was  $2,'.:00 
to  $5,000.  This  would  entail  quite  a  hardship  on  our  modest  business,  and  as 
we  learned  that  New  York  City  is  trying  to  find  a  solution  to  this  problem,  we 
felt  that  this  would  probably  cover  other  towns,  including  Baltimore. 

The  writer  realizes  there  is  no  Government  law  covering  this  at  the  prosent 
time.    However,  the  Government  may  see  the  injustice  of  prohibitive  advance  on 
business  rentals.     If  there  is  anything  you  can  do  toward  enlightening  us  on 
this,  it  will  be  very  much  appreciated. 
Very  truly  yours, 

Harby  Panitz  &  Co. 


Henry  W.  Chbcket  &  Co., 
Baltimore,  Md.,  August  11,  1944- 
Mr.  Habold  M.  Schwab, 

Executive  Director,  American  Business  Congress, 

New  York,  N.  Y. 

Dear  Mb.  Schwab:  We  have  been  leasing  the  above  premises  for  11  years.    The 
last  term  called  for  the  payment  of  an  annual  rent  of  $4,800.    We  have  been 
forced  to  renew  a  lease  for  the  same  occupancy  at  an  annual  rental  of  $8,500 — 
an  increase  of  77  percent. 
We  shall  be  glad  to  furnish  you  any  other  information  which  you  may  need. 
Very  truly  yours, 

Henry  W.  Checket  &  Co. 


Royal  Electric  Supply  Co., 
Philadelphia,  Pa.,  August  3,  1944' 
American  Business  Congress, 

New  York,  N.  Y. 

(Attention  of  Mr.  Harold  M.  Schwab,  executive  director. ) 

Gentlemen  :  With  further  reference  to  our  letter  of  July  28  and  yours  of  July 
31,  wish  to  advise  you  we  have  been  under  a  5-year  lease  and  for  that  reason 
have  not  had  any  increases  in  rent.    We  are  paying  $3,500  rent  annually  and 
have  now  been  notified  that  same  is  to  be  increased  50  percent. 
We  trust  this  is  the  information  you  desire. 
Very  truly  yours, 

Royal  Electric  Supply  Co., 
Joseph  H.  Schimmel. 
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Royal  Electric  Supply  Co., 
Philadelphia,  Pa,,  July  28.  19U- 
Ameeican  Business  Congress. 

New  York  City. 
Gentlemen  :  Kindly  record  me  as  strongly  urging  an  amendment  to  the  Price 
Control  Act  affording  tenants  in  commercial  properties  the  same  protection  now 
enjoyed  by  dwelling  residents. 
Very  truly  yours, 

Royal  Electbic  Supply  Co., 
Joseph  H.  Schimmei.. 


Shure  Brothers., 
Chicago,  Ovtohei'  16,  J9U. 
Small  Business  Committee, 

The  Senate  of  the  United  States.  Washington,  D.  C. 

Gentlemen:  We  note  that  you  have  concluded  that  Federal  control  of  com- 
mercial rent  would  he  unjustitied  and  we  understand  that  the  committee  report 
included  a  statement  by  Mr.  Downs,  of  the  Chicago  Real  Estate  Board,  that  from 
1940  to  the  present  there  has  been  a  decrease  of  approximately  10  percent  on 
store  rentals. 

In  our  opinion  it  is  extremely  important  to  control  commercial  rentals  in  the 
Chicago  area.  The  statement  by  Mr.  Downs  relates  to  "store  rentals"  and  it  is 
true  that  due  to  shortage  of  materials,  many  retail  stores  have  been  required 
to  close.  However,  it  is  significant  that  Mr.  Downs  confined  his  observation  to 
store  rentals  and  made  no  reference  to  industrial  rentals. 

During  the  past  2  years  industrial  rentals  have  soared  to  such  a  point  that 
Federal  controls  are  required.  Speakinii  from  our  own  experience  we  rent  in- 
dustrial space  in  three  different  buildings  from  three  different  landlords  and 
our  recent  exx)erience  is  as  follows : 

1.  Industrial  space  at  225  West  Huron  Street,  Chicago,  rented  at  average 
r(;ntal  of  32  cents  per  square  foot  until  May  1, 1944,  when  the  rental  was  increased 
to  40  cents  per  square  foot.    This  is  an  increase  of  25  percent. 

2.  Industrial  space  at  215  West  Huron  Street  which  was  leased  until  May  1, 
1944,  at  25  cents  per  square  foot  when  it  was  raised  to  32  cents  per  square  foot, 
or  an  increase  of  almost  30  percent 

3.  Industrial  space  at  223  West  Erie  Street  which  was  subleased  by  us  until 
October  1,  1944,  at  30  cents  per  square  foot  and  was  then  raised  to  50  cents  per 
square  foot.    This  constitutes  an  increase  of  40  percent. 

We  understand  that  these  ifental  increases  were  not  confined  to  the  space 
occupied  by  us  in  these  buildings  but  were  made  general  to  all  of  the  tenants 
located  in  these  buildings.  We  recently  sought  additional  space  in  Chicago  and 
our  investigation  made  it  obvious  that  industrial  rentals  have  been  increased 
from  25  to  40  percent  during  the  past  2  years.  This  is  resulting  in  several  con- 
ditions which  are  inimical  to  national  welfare.  War  production  costs  are  being 
increased  by  the  increased  rentals.  Small  businesses  are  being  burdened  with 
long-term  leases  at  high  rentals  which  they  may  be  able  to  afford  today  but 
which  will  impair  their  stability  in  the  future.  Speculation  in  the  buying  and 
selling  of  industrial  buildings  is  rife  and  prices  have  become  inflated. 

Local  and  State  governments  cannot  be  expected  to  cope  with  this  problem. 
We  earnestly  suggest  that  you  reconsider  your  decision  and  extend  your  study 
of  industrial  rentals  to  the  various  industrial  centers  of  the  country,  including 
Chicago.  If  the  committee  has  relied,  in  connection  with  the  Chicago  situation, 
on  the  statement  of  a  member  of  the  Chicago  Real  Estate  Board  relating  to 
store  rentals  which  are  unimportant  as  related  to  industrial  rentals,  it  is  appar- 
ent that  the  entire  subject  should  be  reopeneil  and  reexamined. 
Very  truly  yours, 

E.  E.  Fink. 


St.  Louis,  Mo.,  July  28,  19^. 
Senator  Murray, 

Senate  Building,  Washington,  D.  C. 

Hon.  Senator  Murr.ay  :  You  will  find  the  amendments  gained  by  the  National 
Association  of  Real  Estate  Boards  in  rent  control  will  cause  the  Office  of  Price 
Administration  to  enlarge  its  force  by  many  hundred  i)ersons  to  cope  with  endless 
applications  for  authority  to  increase  rents,  yet  landlords  with  multiple  units 
to  rent  are  getting  more  net  rent  now  than  for  the  past  10  years. 


Freeze  commercial  rents  on  a  fair  basis— the  sooner  the  better.    It  is  too  late 

now  but  Office  of  Price  Administration  rent  set-up  should  have  been  extended 

for  i  year  with  only  one  chanjre :  i.  e.,  that  tenants  do  all  repairing  except  roof 

and  outside  plumbing;  result,  not  much  repairing  until  after  the  war,  then  plenty 

of  men  and  material  and  landlords  willing  to  do  the  job. 

Yours  very  truly, 

N.  S.  Wood,  Inc. 

By  N.  S.  Wood. 

p  s.— Member  of  National  Association  of  Real  Estate  Boards  but  do  not  agree 
with  all  they  advocate  by  a  long  shot. 


San  Antonio,  Tex.,  July  29,  19 U- 

Mr.  F.  Preston  Forbes, 

)      Special  Consultant  to  Study  Problems  of  American  Small  Business, 
United  States  Senate,  Washington,  D.  C. 

De\b  Mr  Forbes  :  The  fine  work  that  your  committee  is  doing  in  behalf  of  the 
tenants  of  office  buildings  in  the  congested  cities  has  been  brought  to  my  attention, 
and  it  is  with  great  appreciation  that  I  view  same.  From  your  attitude  it  is 
quite  apparent  that  you  readily  recognize  the  unfair  and  greedy  manner  in 
which  the  landlords  are  imposing  upon  the  white-collar  small  businessman  by 
burdening  him  with  unjust  and  unfair  increase  of  office  rentals  to  the  extent  that 
it  is  hazardous,  and  will  eventually  be  ruinous  unless  these  increases  are  curbed. 
It  appears  that  the  landlords  will  not  voluntarily  regulate  these  rentals  so  that 
the  small  businessman  will  be  protected  and  may  continue  his  operation  without 
the  additional  burden  of  greatly  increased  commercial  rentals.  There  has  never 
been  a  time  in  the  history  of  our  country,  during  strenuous  times  as  these,  without 
such  situations  arising  where  certain  types  of  individuals,  or  groups,  would  fail 
to  take  advantage  of  the  small  businessman,  or  so-called  white-collar  man  in 
his  squeeze  from  every  direction,  and  this  burden  of  exorbitant  increase  of 
rentals  puts  entirely  too  much  pressure  upon  us.  Such  power  in  the  hands  of  the 
landlords  in  the  crowded  areas  gives  them  a  deadly  weapon  which  they  are  wield- 
ing upon  the  small  businessmen  of  America. 

Trusting  that  your  committee  will  take  the  proper  action  promptly  to  eliminate 

such  conditions  so  that  we  small  businessmen  may  still  hold  confidence  in  you 

who  represent  us,  and  that  you  will  protect  us  from  this  unfair  practice  in  order 

that  we  may  continue  to  carry  on,  I  am, 

Sincerely  yours, 

H.  A.  Bullock. 


Acme  Letter  Service, 
St.  Louis,  Mo.,  July  10,  19JfJ/. 

Office  of  Price  Administration, 

Washington,  D.  C. 

Sirs  :  It  occurred  to  me  to  write  you  regarding  the  recent  wave  of  increases 
in  the  rents  for  office  and  business  space  in  office  buildings  in  St.  Louis. 

It  seems  that  the  Office  of  Price  Administration  made  a  serious  oversight  in 
not  including  business  property  along  with  residential  in  the  general  rent-freeze 

order. 

First,  there  seems  to  be  a  deliberate  attempt  to  force  many  small  business 
and  professional  men  out  of  business.  Since  rental  of  office  space  often  con- 
stitutes a  major  item  of  expense  in  conducting  an  office,  a  considerable  increase 
in  this  item  of  expense  is  often  sufficient  to  cause  considerable  hardship  on  the 
average  office  renter. 

It  seems  that  there  has  been  collusion  between  the  building  owners  and  man- 
agers of  St.  Louis,  in  agreeing  to  increase  all  the  rents  at  or  about  the  same 
time.  Up  to  now,  most  buildings  have  been  able  to  operate  profitably  at  the 
old  rentals,  and  since  there  has  been  no  increase  of  any  appreciable  amount  in 
the  cost  of  building  maintenance  since  then,  there  seems  to  be  no  justification 
for  these  general  increases. 

In  the  case  of  the  Wainright  Building— an  office  building  50  years  old— 
the  increases  will  become  effective  (unless  the  Office  of  Price  Administration 
intervenes)  on  August  1,  and  will,  in  most  cases,  vary  from  80  to  100  percent  in 
amount. 

The  price  control  attempts  by  your  administration  have  been,  for  the  most 
part,  successful  and  beneficial  to  the  country  at  large.    However,  in  the  past 
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months,  prices  have  begun  to  increase  sharply,  and  there  seems  to  be  a  gradual 
tendency  to  break  away  from  control  and  a  trend  toward  runaway  inflation— 
of  the  type  this  country  has  never  seen  before  in  its  history. 

This  year  would  be  a  good  time— politically  speaking— to  tighten  up  on  price 
controls  and  to  win  the  favor  of  thousands  of  office  renters  by  including  them 
in  the  rent  control  "froeze,"  and  thus  prevent  inflation,  and  help  increase 
governmental  revenue  by  cutting  down  expenses  of  the  small  businessman,  thus 
increasing  his  net  taxable  income,  subject  to  income  tax. 

I  hope  you  will  begin  an  investigation  of  the  general  rent  increases  for  office 
and  business  quarters  in  St.  Louis  and  that  you  will  secure  authority  to  bring 
control  of  such  rents  under  your  jurisdiction,  and  will  cause  a  roll-back  in 
office  rents  bringing  them  to  the  level  they  were  a  year  or  two  ago,  and  thus 
eliminate  one  more  step  in  your  campaign  to  halt  runaway  inflation. 

Thanking  you  for  consideration  of  this  suggestion,  I  am, 

Respectfully  yours, 

Louis  H.  Horowitz. 


Akungton,  Va.,  August  26,  19U, 

Chairman,  Senate  Small  Business  Committee, 

Washington,  D.  C. 

De.\b  Sir  :  I  understand  your  committee  is  investigating  rent  increases  on  com- 
mercial property  in  Washington.  You  may  be  Interested,  therefore,  in  the 
following  instance  of  such  increases. 

I  have  operated  a  dry-cleaning  and  laundry  agency  at  2512  Fourteenth  Street 
NW.,  Washington,  D.  C,  for  several  years.  I  have  been  paying  a  rental  of  $65 
per  month  on  a  month-to-month  basis.  Recently  the  renting  agent,  Lewis  A. 
Mossburg,  has  informed  me  that  starting  in  September  my  rental  will  be  $80 
per  month,  and  that  I  will  be  required  to  assume  certain  obligations  in  connec- 
tion with  the  premises  which  up  to  now  the  landlord  has  assumed.  There  is  no 
reason  for  such  increase  on  the  part  of  the  landlord.  There  has  been  a  decrease 
in  my  own  business  within  the  past  year  and  the  increase  will  impose  a  severe 

burden  upon  me. 

If  your  committee  is  still  investigating  such  matters,  I  shall  appreciate  their 

investigation  into  this  one. 

Sincerely  yours, 

Isaac  Marous. 


San  Diego,  Caxjt.,  August  SO,  1944- 
Senator  James  E.  Murbay, 

Small  Business  Committee. 
Sib:  I  noticed  in  the  papers  from  day  to  day  of  little  businessmen  closing  up 
their  places  of  business. 

I  know  several  places  that  may  be  closed  if  something  is  not  done  soon. 
The  landlords  are  raising  the  rents  and  also  placing  a  percentage  on  them 
besides.     There  are  two  places  that  have  been  raised,  and  a  10-percent  gross 
receipts,  and  one  of  these  were  paying  $100  per  month,  and  now  it  runs  him  to 

nearly  $700. 

This  rental  business  for  business  places  should  be  controlled  by  the  Office  of 
Price  Administration  the  same  as  apartments  are,  and  hotels  and  residences, 
for  they  are  business  places  also,  only  dealing  in  different  kind  of  merchandise 
or  commodities. 

The  majority  of  these  little  business  people  are  voters  and  taxpayers  and  are 
trying  to  do  their  part  in  this  war  and  raise  and  educate  their  youngsters. 

I  noticed  in  yesterday's  paper  a  report  by  Bradstreet  &  Dun  how  little  business 
places  have  been  closing. 

If  your  committee  will  only  give  some  real  relief  to  these  people  who  are  in 
the  clutches  of  grafters  and  thieves. 
Tours, 

John  L.  Adams. 


Columbus,  Ga.,  August  4, 1944. 
Hon.  Stephen  Pace,  M.  C, 

House  of  Representatives,  Washington,  D.  C. 

Dear  Mr.  Pace:  I  note  in  a  recent  trade  magazine,  that  is  now  before  the 
Congress  the  request  that  the  rent  on  commercial  property  be  stabilized.  I  advo- 
cated this  over  2  years  ago,  as  commercial  land:ords  have  taken  undue  advantage 
of  the  fact  that  there  were  no  regulations.  This  has  been  very  general  when 
leases  were  expiring. 

As  an  example,  I  operate  a  small  men's  shop  in  a  room  which  had  not  been 
renting  for  more  than  $150  p;^r  month  for  the  past  15  years.  Since  1  tcok 
possession  in  July,  1940,  at  $150  per  month,  my  rent  has  been  raised  four  times 
nntil  today  I  am  paying  ?325.  In  this  same  building,  which  has  five  small  stores 
and  which  was  renting  for  a  total  of  about  $700  per  n  onth  in  19-:0,  the  landlord 
is  now  receiving  ar proximately  $1,7C0  per  month.  He  has  not  spent  a  single 
dol-ar  in  improving  the  property. 

■  During  the  same  period  we  have  been  regulated  and  obligated  to  maintain 
ceiling  prices,  have  larg3  additional  expenses  due  to  increased  taxes,  wag-s,  etc., 
and  it  seems  to  me  that  all  rental  commercial  property  should  be  f rcz  'ii  as  of 
March  1012.  I  urge  the  Congress  to  give  serious  consideration  to  this  important 
matter  which  directly  brars  on  the  cost  of  living.  In  the  ev.nt  that  su  h  regula- 
tions are  passed,  the  landlord  should  be  compelled  to  refund  all  moneys  p;iid 
in  excess  of  the  rental  frozen. 

With  kindest  personal  regards,  I  am, 
Respectfully  yours, 

C.  L.  Foster. 


Norfolk,  Va.,  August  4,  1944- 
Senator  James  E.  Murray, 

Washington,  D.  C. 
Dear  Sir  :  We  wish  to  endorse  the  action  of  your  committee  in  placing  a  fair 
ceiling  upon  rents  on  comemrcial  property. 

Norfolk  is  truly  a  war  town.     Wi'  feel  ve'y  unfair  advantage  is  being  taken 
by  certain  landlords  in  this  area.     Rent  incrvases  have  greatly  stepped  up  infli- 
tion,  and  it  apiiears  imperative  that  some  control  measure  be  instiaited  at  onc^. 
Thanking  you  for  any  relief  you  or  your  committee  may  give  us.     We  are 

Yours  very  truly, 

Albrkiht  IL>pkins  Flowers,  Inc. 

D.  E.  Hopkins,  President. 


Birmingham,  Ala.,  July  12,  1944- 
Dear  Sir  :  I  am  asking  reference  of  your  price  control  on  rent  for  business  con- 
cerns of  Jiirmingham.  The  rent  on  my  business  in  July,  of  1942,  was  $100  for 
premises  of  1827  Fif  h  Avenue  North,  and  for  the  other  at  420  North  Nineteenth 
Street  was  $75.  At  expiration  of  tlis  lease  in  1943,  the  rent  went  up  to  $115. 
This  year,  of  1944,  the  property  was  s-ad  to  a  new  lessor  who  is  raising  the  rent 
to  $200  i)er  month  on  the  1827  premises  and  $115  per  month  on  the  420  premises. 
This  concern  has  been  occupying  hese  premises  for  over  25sVcars  and  we  wish  to 
have  some  consideration  on  our  r?nt  The  prices  of  our  work  on  laundry  and 
cleaning  cannot  increase  because  of  the  ceiling,  but  if  th:^  rent  must  go  up  we 
must  have  something  done  about  it.  The  Ollice  of  Price  Admi^iistration  quoted 
that  they  cannot  do  anything  about  the  increase,  so  we  are  asking  your  coopera- 
tion in  letting  us  hear  from  you  on  what  can  be  done  about  this. 

Sincerely 

Quanyon  Laundry  &  Cleaners. 


DeMoth  Chemic.\l  Products  Co., 

Portland,  Oreg.,  July  7,  1944- 
Office  of  Price  Administration, 

Washington,  D.  C. 

(Attention:  Mr.  Chester  Bowles.) 

Gentlemen  :  I  wish  to  call  your  attention  to  a  situation  that  is  unfair  and 
can  do  considerable  harm  to  price  control. 

The  building  at  this  address  and  which  houses  our  factory  was  sold  for 
$2,900  in  1942.    The  owner  occupied  the  apartment   above  our  factory.    The 
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owner  painted  the  building  and  put  a  much  needed  roof  on.  That  is  the  only 
improvement  that  affected  us.  He  improved  his  own  apartment.  He  verbally 
agreed  to  charge  me  $25  a  mouth  rent.  This  agreement  worked  out  to  the  satis- 
faction of  both  parties. 

About  2  months  ago  he  sold  the  building  for  $5,000  cash.  The  apartment  now 
rents  for  $45  a  month  and  they  have  raised  my  rent  to  $35  per  month.  The  new 
owner  told  me  he  could  raise  to  $100  per  month  if  he  cared  to.  I  called  the 
local  office  of  the  Office  of  Price  Administration  and  they  confirmed  his  state- 
ment. 

Now  I  have  war  bonds  and  other  money  that  I  could  invest  in  business  property. 
If  there  is  no  price  ceiling  on  commercial  rents  the  smart  thing  to  do  is  for  me  to 
cash  in  the  war  bonds  and  invest  in  this  kind  of  property. 
Very  truly  yours, 

^  „     „  F.  H.  Mayer. 

P.  S. :  May  I  have  an  early  reply?  , 


West  Chester,  Pa.,  July  13,  WU- 
Re :  Raising  rents  on  properties  rented  for  small  business. 
Hon.  James  E.  Murray, 

Chairman  of  Senate  Small  Business  Committee, 

Washington,  D.  G. 
Deab  Senator  ^Iurray  :  I  represent  two  small  business  concerns  who  are  rent- 
ing offices  in  a  business  building  owned  by  the  Warner  Theatre  Co. 

One  of  these  offices  had  been  vacant  for  several  years,  when  2  years  ago,  my 
client  took  it  at  a  rental  of  $50  per  month  and  spent  quite  a  bit  of  money  in  putting 
the  premises  in  order.     The  lease  was  drawn  for  1  year  and  renewed  for  a  further 
period  of  1  year  at  $50  per  month,  now  the  Warner  Theatre  Co.  insist  upon 
renewing  it  at  $60  per  month.     Similarly,  the  corner  store  was  rented  for  $65 
and  the  tenant  spent  a  good  deal  of  money  in  fixing  it  up  for  the  ladies'  Hat  busi- 
ness and  now,  after  3  years,  Warner  Theatre  Co.  wishes  to  raise  it  to  $75. 
My  clients'  businesses  do  not  justify  paying  any  increased  rental. 
This  is  simply  to  say  that  the  condition  described  iji^New  York  is  the  same  as 
we  are  finding  in  the  small  borough  of  West  Chester,  containing  about  12  000 
inhabitants,  in  Chester  County,  Pa. 
Very  truly  yours, 

Isabel  Darlington. 

^  ^  San  Dibgo,  Calif.,  September  30,  19U. 

Senator  James  E.  Muebay, 

Senate  Small  Business  Committee, 

Senate  Building,  Washington,  D.  C. 

Deak  Senator  Murray  :  Allow  me  to  congratulate  you  and  your  committee  for 
your  interest  in  and  efforts  to  protect  the  small  businessman  pertaining  to  com- 
mercial rent  controls.  San  Diego  landlords  have  gone  wild,  many  have  been 
saddled  with  back  breaking  rent  conditions,  and  I  also  am  threatened  with  the 
same,  effective  a  few  months  hence.  My  landlord's  new  proposal,  being  a  guar- 
anteed minimum  rent,  plus  a  percentage  of  the  gross  receipts,  may  increase  my 
rent  as  nmch  as  1,0C0  percent. 

Needless  to  say,*  my  business  then  would  very  likely  earn  more  for  the  landlord 
than  for  myself,  with  all  risk,  investment,  hazard,  etc.,  left  to  me  alone.  My 
silent  partner  would  share  my  earnings.  It  has  taken  me  10  years  to  establish 
this  business  here,  and  this  new  rent  proposal  will  probably  force  me  out. 

I  believe  there  should  be  commercial  rent  ceilings,  the  same  as  in  housing; 
we  small  merchants  merit  that  protection.    Each  day's  delay  forces  many  like 
myself  out  of  business. 
Yours  truly, 

Frank  Applestein. 


Chicago,  August  2^i,  lOU. 
American  Business  Congress, 

New  York,  N.  Y. 
(Attention  Harold  M.  Schwab,  director.) 

Gentlemen  :  We  have  your  letter  of  August  18  regarding  the  control  of  indus- 
trial rentals  and  we  are  happy  to  cooperate  with  you  by  submitting  the  following 
information. 

Prior  to  1942  our  rental  had  been  $275  per  month  and  the  subsequent  lease  was 
signed  for  $350,  an  increase  of  $75  per  month.  That  lease  expires  the  end  of 
1944  and  we  have  already  been  obliged  to  sign  a  new  lease  for  $450  per  month, 
an  additional  increase  of  $100  per  month. 

We  trust  this  is  the  information  you  desire,  and  if  we  can  be  of  further  help 
we  shall  be  glad  to  hear  from  you. 
Very  truly  yours, 

GoDETT  &  Gross, 
H.  Gross. 


Washington,  D.  C,  August  2,  19/i4. 

Deab  Sm:  I'm  writing  to  you  to  see  if  you  could  give  me  some  information.  I'd 
call  to  see  you  only  I  am  employed  by  the  United  States  Army  Finance  Office 
of  Transportation,  and  my  hours  are  so  long  I  am  unable  to  get  off. 

Here  is  the  information  I  want  to  find  out : 

I  rented  this  house  at  1429  Maryland  Avenue  NE.  The  agent  said  it  was 
A  1.  So  far  I've  had  nothing  but  trouble  with  it.  I  pay  $47.50  a  month  for 
6  rooms  and  bath,  Latrobe  heat  in  the  front  room  and  a  range  in  the  kitchen. 
The  range  won't  burn.  I  had  to  get  my  gas  oven  going  all  day.  My  gas  bill 
runs  $10;  now  I  run  $6.60,  as  every  drop  used  for  baths  has  to  be  heated  and 
carried  upstairs.  I  had  this  case  in  the  Rent  Control  Board  before  a  Mr. 
Hayes.  So  far,  since  March  21,  nothing  has  been  done.  I'm  still  paying  $47.50 
and  I  spoke  to  the  new  owner,  Mr.  Edward  Aaronson,  of  Seventh  and  E  Streets, 
NW.  He  admitted  he  wanted  the  $47.50  but  he  didn't  intend  to  do  anything. 
I  sure  would  appreciate  it  if  you  would  tell  me  where  to  go  for  some  kind  of 
assistance. 

Thank  you. 

Mrs.  Margaret  C.  Daniels. 


San  Diego,  Camf.,  July  29, 1944- 

Senator  James  E.  Murray, 

Committee  Chairman. 

Sir:  I  sure  agree  with  your  committee  pertaining  to  rent  gouging  of  small 
businessmen.  Here  in  San  Diego  business  rents  have  been  raised  from  10  to  200 
percent  or  more  and  commissions  on  top  of  that.  The  rents  being  boosted  and 
shortage  of  labor,  lack  of  merchandise  is  sure  putting  the  little  man  out  of 
business. 

So  your  committee  should  do  something  very  soon. 

I.  G.  GiBBS. 

Erie,  pa,,  November  28, 19U. 
Senator  James  E.  Murray, 

Washington,  D.  C. 

My  Dear  Senator  Murray  :  I  recently  read  in  the  New  York  Times  that  a  bill 
has  been  introduced  into  the  Senate  authorizing  the  extension  of  ceiling-price 
control  to  commercial  rents. 

I  respectfully  urge  that  you  vote  in  favor  of  this  legislation.  I  personally  know 
a  soldier  who  was  honorably  discharged  from  the  United  States  Army  in  1944  and 
who  tried  to  rent  the  same  business  premises  he  occupied  prior  to  his  induction 
into  the  armed  forces.  He  found  that  the  landlord  asked  280  percent  of  the  1942 
rental,  or  almost  three  times  as  much  as  he  did  2  years  ago. 

This  is  inflation  pure  and  simple,  and  is  just  one  instance  of  thousands.  This 
phase  of  inflation  is  just  as  dangerous  as  any  other,  and  it  should  be  checked 
immediately. 
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Accordingly,  I  respectfully  request  that  you  vote  in  favor  of  this  bill,  putting  a 
ceiling  on  eoiumercial  rents. 
Respectfully  yours, 

George  Byrd  Reed. 


Senator  Mead.  Moreover,  I  believe  that  when  the  representatives 
of  the  O.  P.  A.  testify,  if  they  have  not  already  done  so,  it  will  api>ear 
that  in  some  areas  of  the  countiy  these  excessive  rates  for  business  space 
are  already  reflected  in  an  increased  pressure  on  wartime  price  ceilings. 

S9nator  Mayba^k.  Senator,  may  I  interrupt  you  again? 

Sanator  Mead.  Yes ;  you  may. 

Senator  INIaybank.  It  has  been  my  thought  that  is  where  the  legis- 
lation should  have  come  from  at  first,  as  it  was  your  thought,  but  I 
presume,  if  the  door  is  closed,  then  you  recommend  Federal  legislation  ? 

Sanator  Mead.  That  is  correct. 

S?nator  Maybank.  Were  most  of  the  complaints  from  New  York? 

Senator  Mead.  I  would  say  that  the  majority  of  the  complaints  that 
came  to  our  committee  were  from  New  York. 

There  was  probably  a  reason  behind  that,  and  that  is,  in  New  York 
they  have  a  very  active  organization  deeply  concerned  with  the  well- 
being  of  small  business,  and  the  disastrous  effects  upon  small  business 
of  the  excessive  rentals  was  so  apparent  that  this  organization  was 
seeking  relief.  They  went  to  the  mayor  of  New  York  and  to  the  city 
authorities,  and  to  their  credit  they  received  all  the  relief  that  the 
authoritv  there  could  grant  to  them. 

The  City  authorities  even  went  further  and  asked  Albany  for  relief, 
I  believe,  in  the  nature  of  enabling  legislation. 

Senator  Maybank.  It  was  my  understanding  that  they  asked  the 
Governor  of  New  York,  it  being  sucii  a  big  issue  in  New  York,  to  have 
a  special  session  of  the  legislature.  Am  I  wrong?  I  heard  that  here 
yesterday. 

Senator  Mead.  That  is  my  understanding. 

Senator  Maybank.  In  these  other  States  you  spoke  about,  of  course, 
the  legislatures  do  not  meet  until  January  in  most  instances;  is  that 
correct  ? 

S?nator  Mead.  I  would  think  so. 

Senator  Maybank.  Have  these  other  States  also  refused  to  do  any- 
thing when  they  meet  ? 

Senator  Mead.  I  don't  know  that,  but  I  ))resume  in  some  States  where 
there  may  be  interested  organizations,  relief  has  already  been  sought. 
However,  I  would  like  to  look  up  the  record  before  I  would  want  to 
make  that  as  an  accurate  statement. 

Senator  Maybank.  Not  necessarily  for  the  record  here,  but  for  my 
own  information,  since  80  States  had  complaints,  although  I  under- 
stand there  were  only  a  few  except  from  New  York — am  I  correct  in 
that  ? 

Senator  Mead.  Well 

Senator  Maybank.  Were  there  any  large  number  of  complaints 
from  other  States? 

Senator  Mead.  A  large  number. 

Senator  Maybank.  Then  my  statement  would  be  correct  that  30 
States  made  complaints — I  mean  30  groups  made  complaints.  I 
would  like  to  know  whether  those  30  went  to  their  governors  and 


whether  or  not  those  governors  said  that  when  the  legislatures  did 
meet  they  would  recommend  legislation  to  cori^ct  these  abuses.  I 
would  like  to  know  that  if  it  would  be  possible  to  find  that  out. 

Senator  Mead.  I  am  informed  that  the  people  seeking  relief  in  the 
city  of  New  York  appealed  first  of  all  to  the  local  authority.  The  local 
authorities  created  an  agency  to  deal  with  this  question,  but  they  were 
without  authority  sufficient  to  cope  with  the  situation  and  they  ap- 
pealed to  Albany,  to  the  Governor,  and  the  Governor,  as  I  understand 
it,  suggested  that  the  matter  be  taken  up  at  Washington  with  the 

O.  P.  A.  authority.  ,       ,    ^     i.  i. 

Senator  Maybank.  That  was  brought  out  here  yesterday,  but  what 
I  want  to  know  is  what  did  the  other  29  governors  do. 

Senator  Mead.  Well,  I  couldn't  say  that. 

Senator  Maybank.  Well,  I  wondered  if  the  Small  Business  Com- 
mittee could  write  and  ask?  They  might  not  get  the  answer  in  time 
for  this  legislation  as  the  time  is  so  short,  but  I  would  like  to  know 
for  my  own  information,  because  these  governors  are  always  talking 
about  State  rights.  I  sort  of  believe  in  State  rights  myself,  but  I 
would  like  to  know  what  these  other  29  governors  said. 

Senator  Mead.  I  will  ask  the  secretary  of  the  committee  to  get  as 
much  of  that  information  as  possible  for  you  and  submit  it  for  the 

record. 

Senator  Maybank.  If  it  doesn't  get  here  in  time  for  the  record,  I 
would  like  to  have  it  for  my  own  personal  information. 

Senator  Mead.  I  think  as  far  as  the  people  in  New  York  City,  they 
appealed  to  the  State  authorities  and  they  were  told  to  go  to 
Washington. 

The  Chairman.  Senator,  I  think  maybe  this  would  be  a  good  time 
to  assert  that  both  you  and  I,  early  in  October,  wrote  letters  to  the 
Governor  requesting  that  State  action  be  taken.  I  didn't  get  any 
answer.    You  might  have  gotten  one. 

Senator  Mead.  I  imagine  the  same  attitude  that  was  presented  in  our 
committee  hearings,  and  was  also  given  to  the  authorities  in  the  city 
of  New  York  that  appealed  to  the  governor,  was  taken. 

Senator  Buck.  Don't  you  think  the  reason  the  States  have  not  acted 
is  because  they  would  have  to  call  special  sessions  of  their  legislatures 
and  tlVsit  is  something  a  governor  does  not  want  to  do  unless  he  has  to, 
particularly  when  the  regular  session  follows  a  few  months  later? 

Senator  Mead.  That  may  be  true  in  some  States,  but  it  was  not  in 
ours. 

Here  is  a  letter  dated  January  8  from  the  counsel  to  the  Governor 
of  New  York,  addressed  to  the  executive  director  of  the  Independent 
Citizens  League  of  New  York : 

State  of  New  Yobk, 
Executive  Chamber, 
AlbanVy  January  8,  IBJ^Jk. 
Mr.  J.  Lewis, 

Executive  Director,  Independent  Citizens  League, 

New  York,  N.  Y. 

Dear  Mr.  Lewis:  I  acknowledge  your  telegram  of  December  28  addressed  to 
Governor  Dewey  relative  to  the  imposition  of  a  ceiling  on  rents  for  lofts  and 
other  business  property.  Under  existing  law,  the  Governor  has  no  power  or 
jurisdiction  to  regulate  the  control  of  rentals. 
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By  Federal  statute  this  power  does  exist  in  the  OflBce  of  Price  Administration. 
I  suggest  that  you  communicate  your  views  to  the  otfice  of  the  Otiice  of  Price 
Administration. 
Sincerely, 

Lawrence  E.  Walsh, 
Cowisel  to  the  Oovernor. 

Senator  Buck.  Was  that  while  the  legishiture  was  in  session? 
Senator  Mead.  Yes;  January  8,  1944.     Here  is  a  subsequent  letter, 
that  is  enlightening,  that  has  been  brought  to  my  attention : 

Office  of  Price  Administration, 
Washington,  D.  C,  January  25,  i.9^). 
Mr.  J.  Lewis, 
Executive  Director,  Independent  Citizens  Leagus, 

New  York,  N.  Y. 
Dear  Mb.  Lewis  :  Your  correspondence  with  Messrs.  Louis  H.  Pink  and  Ivan 
D.  Carson,  of  the  Office  of  Price  Administration,  and  with  the  office  of  the 
Governor  of  the  State  of  New  York,  regarding  the  control  of  commercial  rent 
charges,  such  as  for  loft  space  in  New  York  City,  has  come  to  my  attention. 
I  am  writing  you  with  the  hope  of  clarifying  the  issue,  so  far  as  our  legal 
authority  is  concerned. 

This  Office  derived  its  rent-control  authority  from  the  Emergency  Price  Con- 
trol Act  of  1942  and  from  no  other  source.  For  your  convenience  I  am  enclos- 
ing a  copy  of  that  act.  As  you  will  note,  section  2  (b),  which  is  the  rent  provi- 
sion, deals  only  with  defense-area  housing  accommodations.  The  term  "housing 
accommodations"  is  defined  by  section  302  (f)  so  as  to  include  only  property, 
privihg  s,  an<l  facilities  rented  "for  living  or  dwelling  purposes." 

No  authority  for  the  control  of  commercial  rentals  has  been  conferred  upon  this 
Office.  This  fact  has  always  been  clearly  recognized  in  Congress.  The  introduc- 
tion of  such  bills  as  H.  R.  7695,  H.  R.  7656,  H.  R.  6875,  and  S.  2853  in  the  last 
Congress,  and  H.  R.  807  in  this  Congress,  to  provide  in  various  ways  for  the 
control  of  commercial  rentals,  was  based  on  the  understanding  that  such  au- 
thority had  not  been  conferred  upon  this  Office  or  any  Federal  agency.  None  of 
these  bills,  nor  any  other  proposal  for  the  Federal  control  of  commercial  rents, 
has  been  enacted  by  Congress.  I  might  add  that  the  Stabilization  Act  of  October 
2,  1942,  deals  with  prices,  wages,  and  salaries  affecting  the  cost  of  living,  but  not 
with  rents. 

I  am  sending  a  copy  of  this  letter  to  Mr.  Lawrence  E.  Walsh,  in  the  office  of  the 
Governor  of  the  State  of  New  York. 

Sincerely  yours,  • 

Richard  H.  Field, 
*  Acting  General  Counsel. 

These  people  in  New  York,  I  think,  were  looking  for  some  authority 
and  they  first  appealed  to  the  city  and  then  to  the  State  and  finally, 
when  they  were  told  the  authority  was  in  Washington,  they  came  down 
here  and  conferred  with  the  O.  P.  A.  Finally,  there  was  only  one 
authority  left,  and  that  was  the  congressional  authority,  and  they 
appeared  before  our  Small  Business  Committee. 

Now  thev  are  seeking  relief  before  your  committee. 

Senator  Buck.  You  believe  it  is  a  matter  that  could  be  handled  by 
State  legislation?  * 

Senator  Mead.  I  think  if  the  State  legislature  had  given  the  New 
York  City  agency  the  enabling  legislation  they  required  that  relief 
could  be  granted  and  the  matter  could  be  taken  care  of. 

Senator  Maybank.  You  don't  have  letters  from  any  other  Gover- 
nors, do  you  ? 

Senator  JVIead.  I  haven't  here  this  morning,  but  I  will  be  glad  to 
check  fhe  record  and  see  if  there  are  any. 

Senator  Maybank.  I  would  like  to  know  whether  any  other  Gov- 
ernor recommended  legislation  in  a  matter  of  this  kind. 


Senator  Mead.  There  are  some  Governors  seeking  relief,  I  presume, 
by  the  Federal  authority  they  have.  Of  course,  it  is  a  matter  of  the 
attitude,  perhaps,  of  the  Governors.  Some  Governors  are  very  much 
against  Federal  invasion  of  States'  rights. 

Senator  Maybank.  That  is  correct. 

Senator  Mead.  But,  of  course,  in  this  case,  we  feel  that— particu- 
larly in  our  case— that  every  authority  has  been  sought  out  before 
recourse  was  taken  to  Congress. 

Senator  Maybank.  I  thoroughly  agree  with  you,  but  the  point  I 
want  to  make  is  that  most  of  tlie  Governors— for  instance,  in  this  insur- 
ance decision  by  the  Supreme  Court— most  of  the  States  have  come  out 
and  said  that  insurance  regulations  are  a  matter  for  the  State.  If 
that  should  be  handled  by  the  State,  why  shouldn't  this  be  handled  by 
the  State?  Why  do  they  want  to  take  an  attitude  in  this  matter  that 
might  be  pleasing  to  certain  groups  and  shove  it  off  on  to  Congress, 
and  take  the  reverse  attitude  on  insurance  or  something  else? 

Senator  Mead.  You,  being  a  former  governor,  would  know  more 
about  that  than  I  would,  but  I  think  in  this  case  we  have  a  perf<>ct 
case  in  that  the  Governor  joins  evidently  with  the  rest  of  us  in  appeal- 
ing to  the  Federal  authority. 

Senator  Maybank.  That  is  correct. 

Senator  Mead.  Therefore,  in  our  instance  there  is  no  undue  invas- 
sion  of  the  authority  of  the  State,  because  from  the  record  apparently 
both  the  Governor  and  the  city  of  New  York  have  referred  these  in- 
terested parties  to  the  Federal  authority. 

The  Chairman.  Senator,  in  answer  to  Senator  Buck's  question  a 
few  minutes  ago  as  to  whether  the  governors  might  hesitate  to  call 
special  sessions  of  the  legislatures,  as  a  matter  of  fact,  in  New  York 
State,  there  was  a  special  session  called  for  the  purpose  of  extending 
the  time  to  vote  on  November  7,  and  that  legislature  met  and  they 
passed  the  legislation  and  went  home.  There  was  an  opportunity  to 
also  deal  with  this  matter. 

Senator  Hawkes.  Mr.  Chairman,  may  I  ask  Senator  Mead  a 
question  ? 

The  Chairman.  Surely. 

Senator  Hawkes.  Isn't  it  a  fact  that  the  New  York  State  Legisla- 
ture has  already  appointed  a  fact-finding  committee  which  must  re- 
port back  on  March  1  ? 

Senator  Mead.  Yes;  they  have  appointed  a  committee,  and  I  am 
coming  to  that  in  my  statement.  That  committee  has  also  been  ap- 
prised of  this  acute  situation. 

Thus  far,  they  have  not  made  any  effective  effort  to  i"elieve  the 
situation,  but  a  committee  has  been  appointed. 

Senator  Hawkes.  The  reason  I  asked  you  that  question  right  here 
is  that  I  understood  you  to  say  a  moment  ago  that  the  Governor 
advised  them  to  request  Federal  legislation  on  this  subject. 

Senator  Mead.  That  was  the  report  we  got  at  the  time  of  our  hear- 
ings.   I  don't  know  whether  j^ou  vrere  here  when  I  read  the  letter. 

Senator  Hawkes.  No  ;  I  was  not. 

Senator  Mead.  This  was  a  letter  that  was  written  in  Albany  at  the 
executive  mansion,  executive  chamber,  dated  January  8,  1944,  ad- 
dressed to  Mr.  J.  Lewis,  the  executive  director  of  the  Independent 
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Citizens  League,  who  had  applied  for  relief  on  this  very  question, 
and  they  told  them  to  go  to  Washington : 

Dear  Mr.  Lewis:  I  aekiiowledge  your  telegram  of  December  28  addressed  to 
Governor  D3wey  relative  to  the  imposition  of  a  ceiling  on  rents  for  lofts  and 
other  business  property.  Under  existing  law,  the  Governor  has  no  power  or 
jurisdiction  to  regulate  the  control  of  rentals. 

By  Federal  statute  this  iK)wer  does  exist  in  the  Office  of  Price  Administration. 
I  suggest  that  you  conanunicate  your  views  to  the  office  of  the  Office  of  Price 
Administration. 
Sincerely, 

Lawuv.nce  E.  Walsh, 
Counsel  to  the  Oovernor. 

Senator  HawkEkS.  Was  that  before  this  fact-finding  committee  was 
appointed  to  make  an  investigation  and  report  ? 

Senator  Mead.  This  was  shortly  before  that.  Yes.  But  this  is 
evidently  the  attitude  of  the  chief  executive.  The  creation  of  a  fact- 
finding committee  may  be  the  creation  of  the  legislative  body  or  it  may 
be  the  idea  of  the  sponsor  of  that  committee,  but  I  understand  the 
chairman  of  the  committee  is  himself  in  the  real  estate  business  in 
New  York  and  familiar  with  it 

Senator  Hawkes.  You  don't  know  which  it  is?  * 

Senator  Mead.  Well,  it  occurs  to  me  that  the  creation  of  a  legislative 
body  by  resolution  may  be  the  desire  of  the  legislature  or  the  idea  of 
the  individual :  I  am  not  sure  about  that,  but  the  attitude  of  the  execu- 
tive as  brought  to  our  attention  is  that  they  should  go  to  Washington 
for  relief. 

Senator  Hawkes.  May  I  ask  you  another  question  to  follow  up  on 
that,  because  I  value  your  opinion  very  highly?  Do  you  feel,  if  this 
thing  touches  the  country  in  isolated  spots  in  serious  enough  fashion 
to  have  our  attention,  that  we  should,  here  in  Congress,  pass  legisla- 
tion creating  another  bureau  or  maybe  another  important  branch  of 
an  existing  bureau  to  go  into  the  thing  all  over  the  country  and  take 
that  many  employees  that  will  be  necessary  to  follow  this  thing 
through  in  many  places  where  there  is  no  trouble  of  this  kind  at  all  ? 

Senator  Mead.  Well,  we  have  a  very  serious  problem.  It  occurs  to 
me  that  something  should  be  done  afcout  the  matter.  Shortly  there 
will  be  a  great  deal  of  confusion  unless  something  is  done,  if  the  in- 
formation that  comes  to  our  committee  is  correct. 

We  may  have  the  marshals  carrying  out  equipment  and  machinery 
from  loft  buildings  where  excessive  rentals  will  make  occupancy  verv 
difficult.  Now,  if,  in  seeking  relief,  the  authorities  have  gone  to  the 
State  authority  and  the  State  authority  counsels  them  that  Washing- 
ton is  the  place  to  secure  relief,  it  would  be  very  discomforting,  I 
think,  if  we  sent  them  back  to  the  State  authorities. 

We  have  invaded  this  field,  as  a  wartime  measure,  in  effecting  a  sys- 
tem of  rent  control  that,  if  broadened  just  a  little  bit,  will  cover  the 
rents  we  have  in  mind.  Then  there  is  a  constitutional  question  that 
I  am  not  able  to  discuss  with  you  at  length,  but  it  is  raised  regarding 
State  control  of  this  matter,  and  there  may  be  something  in  it. 

But  I  would  rather  rely  on  the  practical  problem  that  is  before  us 
and  that  is,  a  serious  situation  confronts  us,  that  the  city  authority  has 
appealed  to  the  State  authority  for  enabling  legislation,  and  that  the 
State  authority  has  referred  the  interested  parties  to  Washington.  I 
take  it  when  the  city  authorities  have  asked  for  enabling  legislation 
and  when  it  is  not  forthcoming,  and  when  the  matter  is  in  a  field  that 


has  already  been  covered  by  a  Federal  agency,  that  we  are  wholly 
!;^^tMn  our  rights,  if  there  is  any  justification  for  rent  control  what- 
soever, to  consider  the  extension  of  rent  control  to  cover  this  imme- 

'if!  o^the  other  hand,  there  was  no  constitutional  question  involved 
that  might  affect  the  State  authority,  and  if  the  State  authority  wel- 
comed an  opportunity  to  give  the  city  relief,  then  I  would  say  ^ve  mi^ht 
leave  the  case  with  the  city  and  the  State,  but  the  highest  authority 
in  the  State  has  referred  the  matter  to  ns  here  in  Washington. 

S3nator  Hawkes.  What  is  the  date  of  that  letter? 

Senator  Mead.  January  8,  shortly  after  the  legislature  convened 

Senator  Hawkes.  The" one  who  wrote  that  letter  is  mistaken  when 
he  says  that  the  O.  P.  A.  has  jurisdiction  over  that. 

Senator  Mead.  Yes,  there  is  a  later  letter  stating  he  made  a  niis- 
take,  that  the  O.  P.  A.  didn't  have  authority  beyond  a  certain  hmita- 

tion  in  the  field  of  renting.  .  .        ^^    ,    .  •         ^,_„ 

Senator  Maybank.  Then,  in  the  meantime,  since  that  time,  they 

have  had  a  special  session?  .         .  .u  4.  *•    ^ 

Senator  Mead.  Well,  they  had  the  regular  session  at  that  time. 
Senator  Mxyrank.  But  since  then  they  have  had  a  special  session^ 
Senator  Mead.  Since  then  they  have  had  a  special  session. 
Senator  Maybakk.  That  special  session  was  about  btate  rights, 

because  everybody  objected  to  the  Federal  invasion  of  State  rights 

in  the  matter  of  the  soldier  vote. 

Senator  Mead.  Yes.  ,  .,     ,  it         -j-i,  c*  <^^o' 

Sanator  Maybank.  Therefore,  while  they  were  dealing  with  states 
rights  affecting  the  soldier  vote,  couldn't  they  likewise  have  dealt 
with  State  rights  affecting  rent?  „  j.      ^ 

Sanator  Mead.  At  that  particular  time  when  the  call  for  the  spe- 
cial session  went  out,  the  American  Business  Congress  appealed  to  the 
Governor  to  include  in  the  call  this  particular  problem  we  are  now 
discussing  here,  of  rent  control.    ,,,...  ,,  , 

Senato?  Mayb-\nk.  But  now  that  the  election  is  over  they  sent 

them  down  here? 

Senator  Mead.  Yes.  .  ^  .  •  i        4- 

This  development,  that  is,  the  impact  of  excessive  commercial  rent 
on  price  ceilings,  is  a  factor  to  which  the  Senate  Small  Business  Com- 
mittee report  points  as  a  serious  danger  inherent  m  this  situation. 

It  is  unhappily  a  fact,  too,  Mr.  Chairman,  that  notwithstanding 
the  urgent  recommendation  in  our  report,  not  a  single  State  has 
taken  anv  effective  action  to  deal  with  this  problem.  , 

I  know  that  in  my  own  State  of  New  York,  where  commercial 
rent  excesses  have  reached  alarming  proportions,  the  only  State  ac- 
tion has  been  to  appoint  a  joint  legislative  committee  which  has  been 
officially  in  existence  since  June  1  without  having  issued  a  single 
report  or  made  a  single  recommendation,  although  the  growing  seri- 
ousness of  the  situation  in  New  York  City  is  conceded  by  everyone. 

Now  it  occurs  to  me  if  your  committee  has  time  to  handle  this 
question,  and  if  our  Small  Business  Committee  had  time  to  go  into 
and  issue  a  report  on  it,  the  same  thing  could  be  done  by  the  coni- 
mittee  that  has  been  created  in  the  legislature.  I  don  t  want  to  offer 
a  word  of  criticism,  but  I  want  to  bring  to  your  attention  the  fact 
that  the  situation  is  critical  and  that  a  committee  has  been  appointed 
and  it  has  not  made  a  report. 
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Senator  Matbank.  Have  they  had  any  hearings? 
Senator  Meai>.  They  have  had  hearings.    It  may  be  they  are  fol- 
lowing the  line  of  the  chief  executive  in  referring  the  matter  te 
Washington,  and  tliat  is  the  only  thought  I  had  in  mind  in  bringing 
to  you  the  information  that  they  have  not  made  their  report. 

Now  it  occurs  to  me,  in  view  of  the  seriousness  of  the  situation, 
tliat  that  report  should  be  made  and  probably  would  be  made  if  they 
were  going  to  recommend  State  action,  but  in  view  of  the  absence  of 
the  report,  I  bring  to  your  attention  the  fact  that  it  may  be  they 
expect  action  here. 

Senator  Maybank.  If  they  don't  get  action  here,  your  judgment 
would  be  that  they  would  make  a  report  ? 
Senator  Mead.  Well,  I  don't  know. 

In  fact,  under  its  resolution  this  committee  need  not  i-eport  until 
March  1,  1945.  By  that  time,  many  small  concerns  whose  leases  have 
already  come  up  for  renewal  or  will  expire  early  next  year,  will  have 
been  forced  to  close  their  doors. 

The  Chair3IAn.  The  question  is,  if  it  is  true,  as  it  seems  to  be,  that 
there  is  this  shortage  in  New  York,  that  these  people  have  nowhere 
(o  go— -these  tenants — so  tliey  have  the  alternative  of  either  paying 
(his  high  rent  or  completely  going  out  of  business. 

Now,  it  seems  to  me  that  Congress  is  not  so  impotent  under  such 
circumstances  as  to  frustrate  the  efforts  of  these  people  to  make  a 
living  and  it  seems  to  me  that  is  where  Congress  is  needed. 

Senator  Mead.  It  has  been  these  small  businessmen  who  are  the 
casualties  of  this  wartime  economy,  and  it  occurs  to  us  that,  because  it 
is  the  result  of  a  wartime  economy,  we  ought  to  protect  them  in  every 
instance  possible.  That  is  why  the  Senate  created  the  Small  Business 
Committee,  and  here  is  a  case  where  we  can  save  a  great  many  small 
businessmen  from  being  casualties,  if  we  consider  this  question  and 
approve  the  bill  introduced  by  my  colleague. 

In  other  words,  it  is  a  question  that  is  demanding  relief.  Those  in 
search  of  relief  have  gone  through  the  various  steps  required,  I  im- 
agine, by  the  most  enthusiastic  advocates  of  State  rights.  They  have 
gone  to  the  city  authority,  and  to  the  S'^^ate  authority,  and  there  is 
only  one  other  authority  that  can  grant  relief. 

However,  relief  next  year  will  do  a  whole  lot  of  them  very,  very 
little  good. 

Senator  Maybank.  In  other  words,  the  rental  agreements  for  1945 
and  1946  will  already  have  been  signed? 

Senator  Mead.  That  is  right.  If  the  State  were  to  take  action 
shortly  after  the  convening  of  the  legislature  early  in  January  it 
may  not  be  too  late,  but  if  the  report  can  be  offered  as  late  as  March, 
then  I  doubt  very  much  whether  those  seeking  relief  can  induce 
their  landlords  to  continue  the  present  leases  until  that  report  is  made. 
Senator  Maybank.  If,  as  you  say,  the  Small  Business  Committee  has 
got  time  to  do  it  and  we  of  the  Banking  and  Currency  Committee, 
with  our  many,  many  problems  have  got  time  to  do  it,  it  looks  to  me 
like  that  committee  could  have  already  made  its  report,  and  with  the 
thought  in  the  minds  of  the  property  owners  that  there  would  be  leg- 
islation and  rent  control,  that  that  might  have  had  a  restraining  in- 
fluence on  them.  Would  I  be  wrong  in  that  conclusion  ? 
Senator  Mead.  I  think  that  is  a  reasonable  conclusion! 
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To  be  sure,  the  rents  on  many  business  properties  were  set  during 
years  of  low  business  activity  and  operating  costs  have  i^^^^'^^S?^^^^^^^ 
the  war  period.     However,  the  Banking  and  Currency  Committee 
should  be  able  to  provide  a  means  for  easing  such  situations  in  any 
legislation  which  it  may  approve.  i.  •    .„, 

IVith  these  considerations  in  mind.  Senator  Murray,  as  chairman 
of  the  Senate  Small  Business  Committee  and  I,  as  a  member  ot  that 
committee,  now  jointly  urge  that  the  Federal  Government  be  author- 
ized, by  such  legislation  as  your  committee  and  the  Congress  deem  ap- 
mopriate,  to  deal  promptly  and  effectively  with  these  growing  com- 
meiTial  rent  abuses  whenever  and  wherever  they  threaten  our  waHime 
price  structure  along  with  the  security  and  continuance  of  small  busi- 
ness enterprise.  ,  -^i.      „,;n 

That  is  all  that  I  have  to  say,  and  I  trust  that  your  committee  will 
promptly  act  upon  the  legislation  because  it  appears  to  me  from  a 
general  review  of  the  entire  situation  that  broadening  the  powers  of 
the  O.  P.  A.  is  the  only  possible  remedy  that  will  come  to  the  reliet  ot 
the  small  businessmen  affected  by  these  high  rentals. 

The  Chairman.  Are  there  any  other  questions  of  the  Senator? 

(There  was  no  response.)  -^t    ;i 

The  Chairman.  Thank  you,  very  much.  Senator  Mead. 

STATEMENT  OF  REUBEN  LURIE,  REPRESENTING  GROUP  OP 
COMMERCIAL  TENANTS,  NEW  BEDFORD,  MASS. 

The  CHAirMAN.  Mr.  Lurie,  you  represent  a  group  of  commercial 
tenants  of  New  Bedford,  Mass.  ? 

Mr.  Lurie.  I  do,  sir.  ..,       -r  i         i,  i    ;i 

Mr  Chairman,  and  members  of  the  committee,  I  have  been  asked 
by  a  group  of  tenants  of  one  landlord  in  New  Bedford  to  appear  here. 

This  particular  landlord  is  the  Fairhaven  Mills  Real  Estate  Corpor- 
ation, in  New  Bedford.  The  control  of  this  corporation  was  taken  oyer 
2  months  ago,  curiously  enough,  by  a  tenant  in  the  very  mills  where  the 
present  tenants  are  complaining.  . 

This  particular  tenant,  about  4  or  5  months  ago,  received  a  notice 
from  the  bank  which  controls  a  number  of  mill  properties.  As  you 
perhaps  know,  much  mill  property  in  Massachusetts  has  been  m  the 
hands  of  banks.  He  was  informed  there  would  have  to  be  an  increase 
in  the  rent  of  all  the  tenants.  The  rest  of  them  paid  the  increases 
rather  cheerfullv,  but  this  particular  tenant  was  considerably  wrought 
up  and  he  went  down  to  the  bank  and  he  argued  at  length  and  was  told 
if  he  wanted  to  go  in  he  could  buy  control  in  the  realty  corporation, 
which  he  did,  and  he  therefore  came  into  control  of  this  property  2 

months  ago.  .  i  •       i.        x 

Two  weeks  ago  he  sent  notices  of  increase  m  rent  to  his  cotenants 
who  hitherto  had  shared  his  misery  and  now  found  they  were  to  share 

it  alone.  .  , 

I  w  ant  to  give  you  the  details  of  this  because  it  seems  to  me  that 
they  may  be  of  some  interest  to  a  committee  that  is  charged  with  at- 
tempting to  evaluate  the  situation  on  a  national  scale.  If  this  were 
limited  to  New  Bedford,  then  I  say  to  you  very  candidly  that  I  don't 
believe  you  ought  to  spend  much  interest  with  it,  but  if  it  is  sympto- 
matic, and  I  suggest  it  may  be,  of  a  widespread  condition  which  may 
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now  be  in  its  very  beginiiinjgs  throughout  the  country,  then  it  seems 
to  me  It  IS  worthy  of  attention  by  thil  committee.        ^' 

New  YorkT"'''''''  *'""  "'''^  *"  ''^"'"  '"'"*'  "^  *^*  witnesses  from 

ye^erfay"^'  ^  ''^'""'^  everything,  Senator.    I  was  here  all  through 

The  Chairman.  Well,  there  is  a  problem  outside  of  New  Bedford 

Mr.  LuRiE.  I  know  that,  and  I  speak,  therefore,  with  a  sense  of  re- 

.ef  in  no  coming  from  New  York,  If  I  may  say  so. '  I  want  to  give  you 

he  details  which  are  not  without  interest^because  unlike  some  of  Z 

couW  n;'„T!,f  !,,*^'n-'^"T*'  ^''  ^''y  ^'"""  P««Pl«;  people  who 
couid  fade  out  of  the  national  economy  without  the  slightest  indica- 

family  ""^  '""'"■"  ^^  ^"y°"'  '^'"P*'  P^'-'^'-^P^'  tl^«  ""'"'s  immediate 

I  will  give  yon  a  list  of  the  tenants  and  the  increases,  and  describe 
what  they  do,  and  then  I  shall  conclude  rather  quickly    ' 
.   A.  J?reedman  &  Son  are  shoe  manufacturers.    They  are  enffased 

ZTu--      'K  "^T,.*"-     ^'«y  have  had  an  increase  in  July  of  some 
$24  bringing  it  to  the  rental  I  have  just  given.  "    y  "^  s>ome 

VVhen  this  new  man  came  into  control 

Senator  Hawkes.  Do  you  mean  $24  a  month? 

Mr.  LuRiR  I  mean  $24  a  month  was  the  increase  in  July. 

Senator  Hawkes.  Might  I  ask  you  this  question :  How  long  have 

Mr  L™.*  Th"''r  ^T  ^°^«  t'^l*'"'y  ^'"^  i"  the  shoe  burinesi? 

Mr  LuME  They  have  been  m  the  shoe  business  for  many  years  It 
was  founded  by  the  father  of  the  present  brothers.  I  cannot  give 
you  the  exact  length  of  time  they  have  been  in  New  Bedford  bufto 
mv  knowledge  at  least  it  is  a  half  dozen  years.  ' 

miZ^'lnft  ^""^  *^^'  ""^"""y'  ^*'"  '«"«"t^  '"  «>«  ^='"ne  place? 
ivir.  i^uRTE.  In  the  same  place.  .         ^ 

Senator  Hawkes.  Thank  3^011,  very  much 

riir'^Now  X'^^'^r^  /'  'f^  thaTthTSl  was'tot  $Z 
per  month.    Now  this  particular  firm  cannot  move  except  as  it  is 

$10  000   n  ^rA:  '    ''  ''*"Vr?*^  ''7  '^'  ''^""•^  "f  "le  business,  some 
$10,000  in  order  to  move  their  plant  and  get  all  of  their  equiDment 

their  power,  and  their  machinery,  out  of  where  they  are     ''^"'P'"""*' 
Ihe  Chairman.  Where  would  they  go« 
Mr.  LuRiE.  Well,  they  don't  know.    I  believe,  however  and  I  sav 

York^h:^'"'  that,  unlike  the  situation  that  has  been  de^ri'bed  in  New 
1  ork,  there  are  mill  sites  in  New  Bedford  i*  ^^ « w 

The  curious  thing,  however,  is  that  New  Bedford  was  terribly  hit  bv 
he  hurricane,  and,  as  perhaps  you  will  remember,  it  was  one^of  the 
hardest  hit  places,  with  damage  that  went  into  the  millions  Xlollars 
This  has  had  its  effect  upon  the  available  sites,  so  you  liave  a  situation 
that  becomes  perhaps  unique  to  New  Bedford  situation 

Senator  Hawkes.  May  I  ask  you  a  question?     You  may  be  ffoino' 
o  give  It  m  your  testimony,  but  have  yoi  got  any  figuresZ^show  what 
they  have  paid  for  rent  for  the  past  10  or  15  years  ?     The  hi^elt  thev 
have  paid,  and  the  lowest,  and  so  forth,  so  as  to  give  us  som^^^^^^^ 
where  the  present  rental  you  are  talkiAg  about  leaves  them  as  com 
pared  with  what  they  have  had  over  a  penod  of  years « 


Mr.  LuRiE.  I  haven't  those  figures,  Senator,  but  I  heard  your  ques- 
tion yesterday  and  I  understand  completely. 

Senator  Hmvkes.  Because  I  happen  to  know  of  space  in  Chicago 
that  I  rented  myself  one  time  at  25  cents  a  square  foot — the  owner  was 
in  difficulty — when  all  the  space  around  it  was  renting  at  50  cents  a 
square  foot,  and  I  had  a  10-year  lease. 

So  it  was  only  fair  when  that  lease  ran  out  for  that  landlord  to 
raise  that  rent  to  a  fair  valuation. 

Mr.  LuRiE.  I  understand  your  point  of  view.  I  think  one  would 
have  great  sympathy  if  that  had  happened  in  this  particular  case. 
Assuming  the  facts  as  you  suggest,  there  may  be  some  landlords  in 
that  situation,  but  I  suggest  that  what  you  have  here  is  a  tenant  who 
has  become  a  landlord  with  a  speculative  purpose,  and  it  is  not  a  land- 
lord who  has  suffered  through  the  years,  who  is  securing  the  increase 
and  the  benefit.  To  the  contrary,  this  speculator  has  seen  an  ability 
to  reap  a  harvest  because  he  believes  there  is  nothing  that  can  be  done 
in  time  to  prevent  it. 

Now  I  have  asked  for  the  information  you  w^anted.  Senator,  and  I 
will  see  you  have  that  information  in  the  hands  of  the  committee 
when  I  return  home. 

Senator  Hawkes.  You  will  agree  with  me  that  regardless  of  who  the 
landlord  is  today,  whether  he  is  a  speculator  or  not,  a  fair  valuation 
of  the  space  as  related  to  other  space  over  a  period  of  time  has  some- 
thing to  do  with  the  picture.  I  would  like  to  say  here  I  don't  think 
there  is  anyone  on  this  committee  who  is  more  opposed  to  rent  gouging 
and  price  gouging  in  any  kind  during  wartime.  It  is  inconceivable 
to  me  that  anybody  would  want  to  take  advantage  of  the  war  situa- 
tion such  as  you  have  described  to  make  more  money  than  they  are 
entitled  to,  but  I  think  we  ought  to  look  here  into  fairness  and  justice 
on  both  sides  of  the  situation. 

Mr.  Lurie.  I  thoroughly  agree,  Senator.  I  think  that  is  your  task. 
I  am  an  advocate,  and,  therefore,  I  am  presenting  the  point  of  view 
of  those  who  asked  me  to  come  here.     I  think  it  is  your  problem. 

Senator  Maybank.  May  I  ask  this  question :  Have  any  appeals  been 
made  to  the  mayor  of  New  Bedford  or  to  the  Governor  of  Massa- 
chusetts ? 

Mr.  Lurie.  Yes.    The  mayor  was  approached.    This,  as  I  say, 

happened  2  weeks  ago. 

Senator  Maybank.  Just  2  weeks  ago  ? 

Mr.  Lurie.  Just  2  weeks  ago.  This  man  has  just  come  into  control 
about  2  months  ago,  and  Jthe  mayor  has  been  approached.  When  I 
left  home  they  were  still  in  consultation.  I  took  up  the  matter  with 
the  regional  O.  P.  A.  and,  of  course,  received  the  information  which  I 
had  already  known  that  they  could  do  nothing  and  that  this  bill  was 
pending  here.  I  have  made  no  appeal  to  Governor  Saltonstall  to  ex- 
ercise his  war  powei^.  I  had  no  time  to  do  it  because  I  found  myself 
on  the  move  to  Washington. 

Senator  Maybank.  On  that  very  question,  I  think  the  Massachusetts 
State  Legislature,  together  with  many  other  State  legislatures  have 
passed  certain  acts  conferring  certain  powers  on  their  governors  dur- 
ing the  war  emergency.  Lender  that  law  do  you  think  that  the  Gov- 
ernor could  act? 

Mr.  Lurie.  I  believe  the  Governor  could  act,  but  I  believe  Governor 
Saltonstall  would  not  act  and  if  I  may  presume  to  say  what  I  think 
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Governor  Saltonstall  would  do — my  opinion  is  based  on  the  following 
reason :  Governor  Saltonstall  is  scheduled  to  come  to  Washington  in 
January  1,  and  to  exercise  the  unusual  power  given  to  him  by  the  legis- 
lature without  a  broad  investigation  would  seem  to  me  ill-advised. 

Senator  Maybank.  But  the  new  Governor  will  have  the  same 
powers  ? 

Mr.  LuRiE.  That  is  right. 

Senator  Maybank.  The  power  is  in  the  Governor's  office. 
Mr.  LuRiE.  That  is  right. 

Now  what  Governor-elect  Tobin  will  do,  I  cannot  say.  We  have  no 
session  of  the  legislature  until  January  1. 

Senator  Maybank.  I  may  say  this  in  connection  with  Governor 
Tcbm,  that  no  one  has  been  more  interested  in  keeping  prices  down 
than  he  was  as  mayor  of  Boston  because  on  many  occasions  he  has 
testified  here  regarding  clothing,  food,  and  so  on  and  so  forth. 

As  a  matter  of  fact,  he  testified  for  the  greater  part  of  i  day  on  the 
renewal  of  O.  P.  A. 

Mr.  LuRTE.  That  is  correct,  but  I  cannot  say  anything  as  to  Gover- 
nor Tobin's  attitude.  In  fairness  to  him,  I  don't  know.  I  do  know 
that  Governor  Saltonstall  in  the  past  has  been  very  loath  to  exercise 
the  extraordinai7  powers  that  have  been  conferred  upon  him  except 
upon  most  searching  investigation. 

Now,  as  I  say,  this  happened  2  weeks  ago.  These  raises  go  into 
effect  January  1, 1945. 

On  the  same  mill  site  there  is  a  firm  called  Peitavino  Silk  Mill, 
which  paid  a  rental  of  $79  a  month.  These  are  small  fellows.  His 
rental  as  of  January  1  has  been  increased  to  $148. 

Senator  Buck.  How  much  had  he  been  increased  before  ? 
Mr.  LuRiE.  I  find  no  mention  of  any  increase. 

Senator  Buck.  What  is  the  other  comparable  figure — ^$24  by  the 
bank  ? 

Mr.  LuBiE.  $24  has  been  made  by  the  bank  in  control  of  the  prop- 
erties. On  July  1  the  gentleman  who  came  into  control  increased 
to  $190  a  month. 

There  is  in  addition  the  Pilgrim  Mill  Supply  which  paid  a  rental 
of  $45  a  month.  This  has  been  increased  to  $75  and  let  me  say  paren- 
thetically that  these  tenants  are  engaged  in  war  work  or  essential 
work  with  one  exception,  and  I  will  come  to  that  later  on.  There  is 
one  manufacturer  there  somewhat  similar  to  the  gentleman  who  ap- 
peared here  yesterday,  F.  Silverman  &  Son,  Inc.,  engaged  in  infants' 
dresses,  under  lend-lease.  They  nay  a  rental  of  $418  now.  Last  May 
they  were  increased  by  $105.  *  They  had  paid  $313  up  to  last  May. 
The  bank  came  along,  the  bank  had  been  in  control,  they  received  an 
inci-ease  of  $105  which  they  cheerfully  paid.  They  had  no  complaint. 
The  proposed  increase  now  is  to  $750  starting  January  1. 
The  Economy  Blouse  Co.  is  paying  a  rental  now  of  $280.  They 
were  increased  $40  last  May.  They  were  paying  $240.  The  increase 
now  is  to  $650. 

The  Comus  Manufacturing  Co.  pays  a  rental  of  $375.  Within  the 
past  year  they  have  been  increased  by  $100.  They  have  a  lease  and 
therefore  they  have  no  notice  but  I  assure  you  gentleman  they  are 
shivermg  and  are  terribly  worried  because  the  bell  is  ringing  and  they 
know  that  unless  something  is  done  they  had  better  think  in  terms  of 
figures  that  perhaps  are  multiples  of  $375. 


Senator  Hawkes.  How  long  does  their  lease  run  ? 

Mr.  LuRiE.  I  believe  their  lease  will  expire  next  year.  1  here  is 
the  Royal  Shoe  Co.  They  pay  a  rental  of  $32  >. ,  In  Mardi  they 
had  received  an  increase  of  $100.  They  had  originally  paid  $22o. 
The  rental  as  of  January  1, 1945,  is  $650.  ,  ^  ,     „r  -o       i        v. 

There  is  a  little  fellow  there  by  the  name  of  John  W.  Kuggles  who 
is  in  the  business  of  twine,  one  of  these  elements  that  are  used  in  a 
mill  town.  He  pays  a  rent  of  $30  a  month.  He  paid  until  the  bank 
increased  him  $10,  $20  a  month.     He  now  has  to  pay  $oO  a  month 

There  is  another  very  little  fellow  by  the  name  of  Lemiux  m  textile 
work  of  some  sort.  Last  April  his  rent  was  $30  a  month.  That  will 
crive  you  an  idea  of  the  size  of  the  little  fellows.  His  rental  was  in- 
creased by  the  old  control  to  $50  a  month.  His  rental  as  of  January  1, 
1945,  will  be  $100  a  month.  Now,  to  me,  at  least,  that  represents 
something  that  I  suggest  to  you  should  be  examined  from  this  point  of 
view.  Is  this  symptomatic  of  what  is  going  to  happen  to  the  little 
man?  because  t  suggest  to  you  that  a  man  paying  $30  a  month  and 
being  asked  to  pay  a  hundred  dollars  a  month  is  confronted  with  a 
situation  very  much  like  the  man  who  is  geared  to  the  payment  of 
$30  a  month  for  an  apartment  and  has  to  consider  whether  he  can 
pay  a  hundred  dollars  a  month.    It  is  the  question,  as  I  see  it,  of 

ultimate  survival. 

Then,  there  is  the  one  exception  not  engaged  in  war  work  or  essen- 
tial work,  that  I  mentioned,  a  Gleckman's  Furniture  Storage,  who  uses 
part  of  the  space  for  storage.  He  has  been  paying  $45  a  month.  The 
new  control  has  given  him  notice  that  as  of  January  1  his  rental  will 

be  $100.  ,  .  .    ,    ^ 

Senator  Radclifte.  Do  you  know  what  is  the  history  of  that  prop- 
erty where  you  say  the  rent  has  been  raised  from  thirty  to  a  hundred? 
What  rentals  have  been  paid  there  during  the  last,  well,  say  4  or  5 

years?  ,       v 

Mr.  LuRiE.  Well,  I  would  assume,  Senator,  that  this  man  has  been 
there  through  these  years.  I  do  not  know.  I  cannot  answer  with 
accuracy,  and  it  is  only  an  assumption.  I  will  describe  the  properties 
to  you.  If  you  know  Massachusetts  and  perhaps  have  seen  some  of 
the*^  huge  sprawling  mill  properties  that  are  to  be  seen  in  Lowell,  in 
Lawrence,  in  New  Bedford,  and  throughout  the  Commonwealth  where 
there  has  been  extensive  textile  manufacture,  you  will  see  these  huge 
buildings  that  run  out,  and  then  on  right  angles  there  are  separate 
units;  and  when  disaster  came  upon  the  textile  industry  some  years 
ago  and  it  became  necessary  for  those  who  were  the  holders  of  bonds 
and  debentures  and  mortgages,  and  the  rest,  to  step  in,  they  sought 
to  get  small  businesses  to  come  in,  very  much  as  was  done  in  Nashua 
and  Manchester  and  Amoskeag,  and  these  businesses  that  are  small 
came  in,  and  some  of  these  men  whom  I  have  described  here  are  these 
small  men  who  eke  out  a  small  living ;  and,  as  I  say,  I  don't  want  to 
exaggerate  from  one  point  of  view  their  importance  because,  as  I  have 
said,  they  could  pass  away  tomorrow  and  nobody  except  their  imme- 
diate family  and  immediate  creditors  would  give  them  a  concern. 

But  if .       ^ 

The  Chairman.  I  think  Congress  is  concerned  with  them. 
Mr.  LuRiE.  But,  as  I  say,  if  this  is  indicative  of  what  appears,  from 
what  I  can  gather  in  hearing  yesterday,  to  be  on  the  sweep— that  is, 
from  New  York,  New  Jersey,  Massachusetts—Senator  Mead  today 
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spoke  of  other  complaints  that  had  been  received;  speculation  I  snug- 
gest knows  no  geographic  State  lines,  and  while  I  do  not  say  that  as 
New  Bedford  goes  so  goes  the  Nation,  I  suggest  to  you  that  what  is 
liappening  in  New  Bedford  might  very  well  be  an  indication  of  what 
YOU  may  be  confronted  with  when  speculators  get  thfe  idea  that  this 
is  a  harvest  that  they  can  reap  before  something  happens. 

Now,  I  do  not  believe  that  if  this  is  an  isolated  instance  you  are  to 
do  anything.  In  other  words,  if  this  is  limited  to  New  Bedford  I  say 
this  is  not  a  national  problem;  this  is  our  problem  in  Massachusetts. 
But  if  it  is  a  reflection  and  if  the  information  that  comes  to  you  from 
Mr.  Bowles,  from  Senator  ^lead's  committee,  from  Senator  Murray's 
committee,  from  those  who  have  appeared  here,  indicates  that  there 
is  a  situation  that  sounds  the  bell  of  warning  through  the  Nation,  then 
it  seems  to  me  it  would  be  well  for  this  committee  to  consider  imple- 
menting O.  P.  A.  with  the  power  to  act  before  it  gets  out  of  control, 
and  not  seek  to  remedy  the  situation  that  has  meant  financial  death 
and  destruction  to  the  little  fellows  whom  I  have  undertaken  to  speak 
for  today,  because  it  seems  to  me,  at  least,  that  we  have  gone  throu<Th 
this  experience  before,  and  it  would  be  well  to  learn  from  what  has 
happened  in  the  days  following  the  First  World  War. 

Nobody  would  seek  to  work  a  hardship  upon  any  given  individual 
except  as  there  is  a  greater  benefit  to  the  larger  body,  and  these  little 
men— little  men — who  have  suffered  under  controls  of  one  sort  and 
another,  who  find  themselves  now  quite  helpless,  this  little  fellow  who 
pays  $30  a  month,  $40  a  month,  cannot  have  a  representative  come  for- 
ward. The  only  reason  that  I  am  here  is  that  a  group  of  the  bitro-er 
tenants  encouraged  the  little  ones  to  join  in  on  the  pool  and  prorated 
the  cost  or  expense;  and  I  say  to  you  very  bluntly  that  the  little  fellow 
found  that  he  could  then  afford  to  have  somebody  come  forward  for 
him  because  the  bigger  fellow  said,  "We'll  pay  the  larger  proportion 
of  what  it  costs  in  order  to  have  our  situation  presented  before  the 
Senate  committee." 

Now,  if  in  your  wisdom  and  if  out  of  the  information  that  comes  to 
you  from  the  other  governmental  agencies  you  detect  the  bell  of  warn- 
ing ringing  the  alarm  and  saying:  Speculators  are  on  the  march,  and 
therefore  let  us  have  business  protected  in  fairness  to  them,  in  fair- 
ness to  the  legitimate  landlord,  in  fairness  to  the  economy  as  a  whole- 
then  it  seems  to  me  it  would  be  well  to  have  national  legislation.  If 
you  do  not  detect  it,  if  you  do  not  find  that  the  information  is  what  it 
has  been  indicated  it  is,  than  I  say  to  you  with  complete  candor,  I  do 
not  believe  it  is  a  national  problem. 
Senator  Maybank.  Do  you  know 

Senator  Hawkes.  May  I  just  ask  a  question  before  Senator  May- 
bank  proceeds? 

The  Chairman.  Yes,  sir. 

Senatf)r  Hawkes.  I  want  to  compliment  you  on  the  way  you  have 
presented  your  facts. 

^fr.  LuRiE.  Thank  you,  sir. 

Senator  Hawkes.  And  I  still  want  to  say,  and  I  hope  you  will  agree 
with  me  and  I  hope  these  gentlemen  who  testified  yesterday  will  agree 
that  it  would  be  helpful  to  every  member  on  this  committee  if  we  could 
know  something  about  what  the  average  rental  over  a  period  of  years 
has  been.  Take  through  the  twenties  and  the  thirties.  Now,  I  was 
told  yesterday— we  were  told  here  that  most  of  these  buildings  are 


old  buildings.  If  we  could  have  something  to  show  the  average  rental 
over  those  periods  when  you  had  good  times  and  bad  times,  something 
that  would  bring  justice  out  of  the  picture,  and  then  if  you  could  show 
what  the  increase  in  rental  is,  what  percentage  it  bears  to  the  product 
that  is  being  manufactured,  the  value  of  the  production  of  the  organ- 
zations,  I  think  it  would  be  very  helpful  to  every  member  of  the 
committee. 

Do  you  think  you  could  do  that?  I  mean  you  are  not  on  the  wit- 
ness stand,  but  I  mean  do  you  think  you  could  present  some  figures 
along  those  lines  ? 

Mr.  Halperin.  I  think  you  are  asking  us  to  branch  into  something 
that  is  very  difficult  to  do  within  the  time  and  means. 

Senator* Hawkes.  Couldn't  you  do  it  in  a  general  way?  1  realize 
it  would  be  difficult  to  do  it  specifically  all  over,  but  couldn't  you  do 
it  in  a  general  sort  of  way  ? 

Mr.  H.^LPERiN.  Senator,  I  think  that  those  who  will  speak  in  behalf 
of  the  real-estate  owners  will  give  you  some  figures,  with  which  I  may 
not  agree  but  on  which,  if  I  am  permitted,  I  can  give  you  some  com- 
ments when  they  are  through,  to  give  you  the  information  that  you 
seek. 

Senator  Hawkes.  Thank  you  very  much. 

Senator  R/dcliffe.  Do  you  think  that  local  authority,  either  State 
or  subdivision  of  the  State,  could  be  made  adequate  to  handle  the  sit- 
uation, in  your  opinion?  Not  whether  it  wants  to  do  it  but  whether  it 
could  do  it. 

Mr.  LuEiE.  Well,  it  would  depend,  Senator,  it  seems  to  me,  upon 
various  factors.  The  O.  P.  A.  has  had  a  wealth  of  experience.  The 
O.  P.  A.  learns  because  of  the  pooling  of  experience  in  Washington, 
and  the  result  is  that  the  States  benefit  from  the  experience  that  pours 
into  Washington  and  is  diffused  through  the  States.  States,  in  my 
experience,  trying  to  handle  a  problem  that  is  more  serious  than  a 
simply  local  problem,  are  unable  to  cope  with  it.  It  is  very  much 
like  a  health  problem — while  a  State  can  serve  a  useful  function  if 
you  have  the  contagion  that  is  sharply  limited,  if  this  situation  is 
limited  only  to  New  Bedford  then  I  would  say,  as  I  have  said,  it  is 
Massachusetts'  problem.  But  if,  as  I  fear — and  the  fact  that  I  fear 
it  does  not  prove  it ;  I  simply  say  that  I  fear,  from  what  I  have  heard 
here  yesterday  and  from  what  Senator  Mead  has  said  and  from  what 
I  anticipate  to  be  the  information  that  you  will  get  from  the  O.  P.  A. 
relative  to  situations  outside — then  you  have  what  I  fear  may  be  a 
national  calamity  that  no  State  can  handle  on  its  own. 

Senator  Radcliffe.  And  yet  the  individual  cases  are  local,  are 
they  not  ?  I  mean,  if  a  man  rents  a  piece  of  property  and  gives  it  up 
he  is  not  going  out  of  that  State,  as  a  rule.  It  is  local  in  the  sense 
that  he  either  stays  there  or  he  goes  somewhere  in  that  immediate 
nei<rhborhood,  throughout  the  country. 

Mr.  LiTRiE.  It  is  local  from  the  point  of  view  of  the  tragedy  that 
is  his,  but  it  is  not  local  from  the  point  of  view  of  the  economic  con- 
sequence outside.  I  think  the  perfect  example  would  be  given  by 
the  gentleman  who  appeared  for  the  New  York  manufacturers.  Now, 
I  heard  with  great  interest  of  the  concentration  of  manufacturing 
along  certain  lines  in  New  York.  Now,  that  means  that  the  rest  of 
the  country  is  going  to  be  affected  by  what  happens  to  this  particular 
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group  in  New  York.  And  so  it  would  be  to  a  degree  in  Massachusetts 
with  regard  to  other  industries. 

Senator  Radcliffe.  Yes;  but  if  this  were  handled  locally  then 
there  wouldn't  be  this  Nation-wide  movement. 

Mr.  LuRiE.  Yes,  but 

Senator  Radcliffe.  If  it  is  true  that  a  situation  is  local  in  the  sense 
that  it  could  be  handled  locally,  then  if  that  is  done  in  the  various 
places  where  these  situations  arise,  then  this  national  trend  to  which 
yon  referred  wouldn't  occur. 

Mr.  LuRiE.  Yes. 

Senator  Radcliffe.  That  does  not  get  away  from  the  fact  that  the 
remedy  might  be  a  local  remedy. 

Mr.  LuriE.  That  is  perfectly  true.  Senator,  but  the  point  that  I  am 
seeking  to  suggest  is  this:  That  if  you  have  control  it  is  far  better 
from  the  point  of  view  of  the  national  economy  to  have  it  on  a 
Nation-wide  basis  in  order  to  be  fair  to  businessmen  throughout  the 
country.  Let  us  assume  for  a  moment — and  I  am  not  appearing  for 
any  huge  business;  I  appear  only  for  relatively  small  businesses — but 
the  point  that  I  am  seeking  to  make  can  be  best  ilhistrated  if  I  took 
a  tremendously  large  shoe  concern  in  Massacluisetts  whose  competitor 
is  a  large  shoe  concern,  let  us  say,  at  St.  Louis,  and  the  result  is  that 
if  Massachusetts  undertook  to  control  a  situation,  or  failed  to  control 
the  situation,  and  Missouri  did,  you  might  have  Massachusetts  con- 
fronted in  its  industry  with  an  unfair  situation  because  the  same  type 
of  control  that  Missouri  had  was  not  being  applied  in  Massachusetts, 
or  vice  versa. 

Senator  Radcliffe.  Well,  in  your  testimony  you  have  been  stressing 
the  situation  in  regard  to  the  small  businessman.  / 

Mr.  LuRiE.  Yes. 

Senator  Radcliffe.  Now,  you  desire  to  supplement  that,  I  suppose, 
do  you,  by  eriiphasizing  what  you  consider  the  need  of  the  big  business- 
man ? 

Mr.  Lurie.  No. 

Senator  RArcLiFFE.  Is  that  the  idea  ? 

Mr.  Lurie.  No,  Senator.    What  I  was  going  to  do  was 

Senator  Radclifte.  Well,  the  illustration  you  just  gave  was  cer- 
tainly big  business.     It  wasn't  small  business. 

Mr.  Lurie.  Yes;  but  if  you  will  bear  with  me.  Senator,  what  I  said 
was  that  I  was  seeking  to  show  to  you  what  I  regard  as  the  dangerous 
implications  that  may  exist  in" this  New  Bedford  situation.  As  of 
itself,  I  say  it  is  of  no  importance,  but  if  it  is  indicative  of  what  may 
ver}^  well  be  in  the  line  and  on  the  move,  then  I  suggest  it  is  not  a 
matter  that  can  be  handled  to  the  best  advantage  by  local  control. 

Senator  Radcliffe.  Well,  of  course,  on  the  other  hand — and  I  don't 
mean  to  suggest  this  as  being  in  any  way  conclusive — if  this  situation 
is  mainly  local  as  far  as  each  particular  instance  is  concerned — and  in 
the  vast  majority  of  cases  it  is  local  in  regard  to  them — what  you  have 
just  stated,  I  mean,  in  regard  to  a  large  manufacturing  concern  in 
competition  with  one  in  St.  Louis,  is,  I  imagine,  the  unusual  case  and 
not  the  customary  case.  What  you  have  in  mind,  I  understand,  is 
primarily  that  of  the  small  businessman,  who,  of  course,  should  receive 
careful  consideration,  but  it  is  quite  possible  that  if  it  is  a  local  matter 
the  people  who  are  familiar  with  local  conditions  are  a  little  bit  better 
equipped  to  handle  that  than  people  who  are  not.     When  you  attempt 


to  handle  that  nationally  you  haven't  the  amount  of  local  knowledge 
that  would  exist  and  could  be  made  applicable,  in  comparison  to  what 
would  be  the  situation  if  it  is  handled  purely  as  a  local  matter.  I  am 
not  suggesting  it  should  be  handled  that  way,  but  it  seems  to  me,  as 
this  matter  has  so  much  the  element  of  a  local  one,  that  proper  stress 
should  be  laid  on  the  fact  that  local  controls  might  be  suitable  and 
might  be  adequate. 

Mr.  Lurie.  Well,  I  would  suggest,  if  I  may,  with  deference.  Senator, 
that  virtually  every  situation  of  this  sort  is  local.  It  has  to  be  within 
the  given  locality,  and  from  that  point  of  view  it  is  a  local  situation, 
but  it  is  impossible  for  me,  coming  from  Massachusetts,  to  say  to  you : 
This  is  more  than  a  local  problem,  and  that  is  the  reason  that  I  have 
suggested  that  I  deem  that  it  is  your  task  and  duty  and  obligation  to 
ascertain  wliether  or  not  this,  in  fact,  is  more  than  a  local  situation 
in  its  implications. 

From  a  business  point  of  view.  Senator,  it  is  not  possible  to  limit  the 
effects  of  business  disasters  to  small  businessmen  to  a  given  locality 
if  the  disaster  is  going  to  be  widespread  among  small  businessmen.  In 
other  words,  if  small  businessmen  are  going  to  be  thrown  out,  forced 
into  bankruptcy,  and  with  the  cessation  of  the  European  invasion  and 
the  coming  of  at  least  peace  in  Europe,  with  reconversion,  with  the  col- 
lapse of  the  war  boom  and  the  moving  down,  if  you  have  small  busi- 
nessmen that  have  been  confronted  with  extensive  rental  increases 
such  as  I  have  mentioned  here,  you  will  have  a  disaster  that  will  not 
only  be  local  but  may  indeed  become  national  because  so  many  of  these 
small  businessmen  are  the  customers  for  other  businesses  that  are  not 
within  the  locality.  In  other  words,  they  drain — if  you  looked  at  the 
commercial  maps,  you  would  see  it  is  very  much  like  the  freight-yard 
maps  that  one  will  see  in  the  railroad,  the  lines  jutting  here  and  there, 
and  there  is  the  way  you  have  the  economic  health,  and  if  these  small 
businesses  go,  if  they  are  threatened,  and  if  you  have  a  coming  back  of 
what  has  happened  in  days  gone  by,  then  I  suggest  it  isn't  local  and  it 
becomes  national. 

Senator  Radcliffe.  Well,  of  course,  that  brings  up  a  question  which 
is  naturally  somewhat  of  a  debatable  one:  That  is,  if  local  authorities 
will  fail  to  do  their  duty,  that  the  Federal  Government  must  take 
over  that  responsibility.  Now,  I  am  very  reluctant  to  assume  tliat 
the  Federal  Government  must  step  in  and  handle  any  matter  of  local 
concern  merely  because  the  local  people  don't  do  it.  I  think  that  is 
rather  dangerous,  and  I  hope  we  don't  have  to  get  into  anything  of  that 
sort,  and  I  am  opposed  to  it.  I  think  there  is  some  such  thing  as  local 
responsibility,  and  the  local  people  should  accept  that.  If  they  see 
fit  not  to  accept  it,  it  doesn't  quite  lie  in  their  mouth  simply  to  pass 
it  up  to  the  Federal  Government  and  say,  "We  won't  do  what  is  obvious 
and  what  we  ought  to  do.     Now  you  go  ahead  and  do  it." 

Mr.  Lurie.  Well,  I  would  simply  say  that  there  were  indications, 
at  least,  yesterday  and  I  suggest  from  what  Senator  Mead  said  this 
morning  of  the  passing,  if  I  may  say  so,  of  the  buck;  that  is,  people 
going  to  the  State — I  can't  say  that  I've  done  it  because  I  have,  said 
to  you  I  had  not  as  yet  done  it,  but  from  what  I  heard  yesterday — and 
being  told  this  is  a  Federal  matter,  and  then  coming  here  and  being 
told  that  this  is  a  State  matter;  and  the  result  is  that  while  you  can 
say  that,  in  the  long  run,  to  use  the  old  economists'  phrase,  pari  passu, 
you  can  say,  in  the  long  run,  the  situation  will  resolve  itself,  I  suggest 
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to  you  that  it  is  impossible  for  small  business  to  wait  for  "in  the  long 
run'  because  small  business,  unlike  big  business,  is  not  geared  to  sur- 
vive, and  not  being  geared  to  survive  it  dies,  and  if  it  dies  extensively 
then  I  suggest  that  this  country  economically  will  find  itself  in  an 
unhealthy  state. 

Sniator  Kadcliffe.  We  have  many  matters  in  Maryland  which  I 
think  could  be  changed  to  an  advantage  where  our  local  authorities 
haven't  gone  as  far  as  they  ought  to,  but  I  am  not  ready  to  admit  that 
because  cur  people  in  Maryland  are  not  doing  what  they  can  do  and 
ought  to  do  we  must  refer  the  matter  to  the  Federal  Government. 
And  now  there  is  a  trend  in  that  direction  and  it  is  a  trend  that  is 
moving  rather  fast. 

Mr.  Llrie.  If  I  may  stress  a  personal  opinion — and  I  don't  want 
to  intrude  upon  the  time  of  the  committee — I  would  personally  like 
to  see  O.  P.  A.  implemented  with  the  power  so  that  it  can  step  in  if 
the  situation  anywhere  indicates  a  growing  danger.  I  don't  happen 
to  like  power ;  I  have  been,  up  until  yesterday 

Senator  Tait.  Our  trouble  with  that  theory  is  that  we  have  found 
whenever  we  granted  any  Government  agency  that  power  it  was  only 
a  very  short  time  before  they  covered  every  State  in  the  Union  and 
every  city  in  the  United  States.  That  is  the  difficulty  with  that  theory, 
unless  it  is  a  -Nation-wide  condition.  Now,  it  may  be  a  Nation-wide 
condition,  but  this  theory  that  you  just  let  them  step  in  one  place 
does  not  work  that  way.  Federal  bureaus,  when  they  start,  they  go, 
and  they  cover  the  whole  field  if  you  give  them  power  to  cover  the 
field,  and  the  only  people  who  can  prevent  that  would  be  Congress. 
So  that  we  have  the  difficulty  of  saying  that  if  there  are  few  special 
local  situations  we  would  rather  have  the  local  people  do  it  than  set  up  a 
machinery  costing  millions  of  dollars  and  imposing  on  thousands  of 
people  a  regulation  they  don't  need,  in  order  to  deal  with  a  situation 
in  one  or  two  places. 

Mr.  LuRTE.  Well,  of  course,  if  I — I  don't  believe  you  were  here,  Sen- 
ator, when  I  was  speaking  earlier,  and  I  don't  want  to  repeat  myself. 
I  would  simply  say  this.  The  question  from  my  point  of  view  is  this: 
I  do  not  presume  to  determine  whether  the  situation  that  I  have  de- 
scribed in  New  Bedford  is  local  in  its  entire  implications.  That  is 
your  job,  based  upon  the  information  that  will  come  to  you.  You  will 
then  determine  what  in  your  wisdom  is  the  significance  of  this  rela- 
tively small  community  that  I  have  described  and  this  situation  within 
that  community.  You  will  then  determine  what  is  its  significance, 
what  are  its  portents.  What  does  the  bell  say?  Is  it  ringing  the 
alarm  or  isn't  it?     Is  it  a  true  alarm  or  is  it  a  false  alarm? 

I  would  say  with  reference  to  your  statement  as  to  the  abuse  of 
power  that  as  I  conceive  it  it  is  your  function  here  to  act  as  a  check 
upon  an  abuse  of  power.  If  you  have  found — and  I  say  if  you  have 
found — that  there  have  been  administrative  bureaus  here  that  have 
exceeded  their  powers  or  used  them  ill-advisedly,  it  is  your  function 
to  remedy  that  situation. 

S'nator  Taft.  Oh,  no.  No,  no;  that  is  not  the  fact.  I  mean  that 
is  the  point  I  was  trying  to  make.  It  is  not  the  fact.  They  don't 
abuse  their  powers.  I  am  not  saying  they  abuse  their  powers.  I  am 
saying  that  you  cannot  effectively  give  a  Fedeial  bureau  power  to  go 
into  New  Bedford  unless  you  are  willing  to  give  them  power  to  go  into 
every  city  in  the  United  otates;  and  if  you  give  them  that  power,  the 


power  is  exercised.  That  has  been  the  history  of  all  the  Federal  bu- 
reaus I  know  of. 

Mr.  LuRiE.  Well,  I  would  say  this,  from  no  great  experience  with 
regard  to  Federal  bureaus,  and  I  would  assume  that  either  that  power 
should  have  been  exercised  or  there  would  have  been  investigations — 
and,  I  suggest,  by  the  Senate  and  by  the  House — as  to  why  they  had 
gone  in  when  they  were  not  wanted.  That  is  a  problem  that  isn't  for 
me  to  argue  and  debate. 

Senator  Maybank.  I  can  answer  that. 

Senator  Taft.  The  investigations  we  made  in  connection  with  the 
O.  P.  A.,  for  instance,  haven't  produced  any  results  and  never  will. 
That  is  the  chief  answer.  It  is  a  wholly  ineffective  method  of  re- 
straint, by  investigation. 

Senator  Maybank.  Not  only  that,  but  when  O.  P.  A.  has  the  power 
there  will  be  some  people,  regardless  of  circumstances,  that  will  com- 
plain, and  bring  them  in  there.  They  will  read  what  happens  in  New 
York  and  they  will  borrow  some  complaint  for  themselves  to  bring 
the  O.  P.  A.  in  there  whether  they  want  to  do  it  or  not. 

You  spoke  of  the  war  powers  of  the  Governor  of  Massachusetts,  and 
after  an  investigation.  Of  course,  it  is  your  thought  that  there  should 
be  a  thorough  investigation  before  anything  would  be  done,  to  which  I 
know  we  all  agree.  You  believe,  though,  that  the  Governor  under  his 
war  powers  might  act  after  investigation  ? 

Mr.  LuRiE.  I  think  so. 

Senator  Maybank.  Do  you  know  anything  about  the  laws  in  New 
York  insofar  as  war  powers  are  concerned  ? 

Mr.  LtjRiE.  No. 

Senator  Maybank.  Do  you  ? 

Mr.  LuRiE.  My  legal  knowledge  terminates  at  the  Massachusetts 
border. 

Senator  Maybank.  Might  I  ask  you? 

Mr.  Halperin.  I  don't  think  the  Governor  under  the  war-power 
legislation  has  the  power  to  fix  rents,  and  I  fear  that  such  legislation 
might  very  well  be  declared  unconstitutional. 

Senator  Maybank.  Well,  now,  what  about  the  war  power  on  rents 
in  the  case  of  the  war  workers  you  mentioned  ?  In  New  Bedford  all 
of  these  people  were  working  for  lend-lease  or  for  something  else, 
as  I  understand. 

Mr.  LuRiE.  That  is  right. 

Senator  Maybank.  Navy,  Army. 

Mr.  LuRiE.  That  is  right. 

Mr.  Halperin.  I  don't  think  that  the  Governor  can  declare  such 
an  emergency,  and  we  fear,  under  the  authorities,  our  constitution 
would  declare  it  unconstitutional.  Our  old  rent  laws  were  enacted 
under  the  police  power  for  the  people. 

Senator  Maybank.  Health ;  yes ;  I  am  familiar  with  that. 

Mr.  Halperin.  Preserving  the  health  of  the  people.  And  certainly 
nobody  would  say  that  the  commercial  people  have  their  health  in- 
volved as  a  matter  of  public  demand. 

Senator  Radcliffe.  You  have  stressed  the  element  of  time. 

Mr.  LuRiE.  Yes. 

Senator  Radcliffe.  Well,  couldn't  the  local  authorities,  even  though 
it  takes  time,  operate  with  less  time  than  the  Federal  authorities?  It 
seems  to  me  that  if  this  extension  is  granted,  it  means  creating  an 


ifl 


'^ 


146 


RENT  CONTROL  FOR  BUSINESS  ACCOMMODATIONS 


RENT  CONTROL  FOR  BUSINESS  ACCOMMODATIONS 


147 


organization  of  the  Federal  Government;  there  is  a  lot  of  time  in- 
volved, necessarily  involved.  Now,  I  am  not  familiar  with  the  matter 
sufficiently  to  express  or  make  any  categorical  statement,  but  it  seems 
to  me  the  local  people  who  know  the  situation  could  handle  it  locally 
and  make  the  necessary  studies  much  more  readily  than  a  Federal 
Government  can  do  if  it  has  to  be  created  and  then  function  down 
the  line. 

Mr.  LuRiE.  I  think 

The  Chairman.  Suppose  you  were  persuaded.  Senator,  that  the 
State  hasn't  the  authority,  the  power  to  do  it;  wouldn't  you  then  be 
for  national  legislation?  Or  would  you  just  let  the  people  rot,  or 
something  of  that  kind  ? 

Senator  Radclitfe.  Oh,  no.  Senator  Wagner;  I  don't  mean  that  at 
all.  The  general  impression  around  here — I  believe  the  statement  was 
made  just  a  little  while  ago  that  it  might  be  unconstitutional;  but  that, 
since  I  have  been  here,  is  the  first  time  that  point  has  been  pressed 
seriously.  I  haven't  been  here  all  the  time,  but  I  am  assuming  that 
there  is  some  power  to  handle  it  locally.  Now,  if  it  can't,  it  brings  up 
some  other  aspect. 

The  Chairman.  Well,  counsel  to  the  Governor  stated  to,  or  wrote 
a  letter  to,  the  Senate  Small  Business  Committee  and  the  Truman 
committee  formerly,  and  said  that  there  wasn't  any  power  in  the 
State. 

Senator  Taft.  No;  he  did  not,  Senator.  I  read — ^the  letter  was 
read  yesterday. 

The  Chairman.  Well. 

Senator  Taft.  The  letter  said  that  he  had  no  power  today ;  he  hasn't. 
But  there  is  nothing  to  show  that  the  New  York  Legislature  hasn't 
power  to  enact  such  a  law. 

The  Chairman.  There  wasn't  anything  technical  about  that.  Sena- 
tor, because  he  could  have  provided  that  legislation  at  any  time,  called 
them  together.    He  did  call  them  together  on  purpose. 

Senator  Taft.  Surely. 

The  Chairman.  And  he  was  asked  then  to  deal  with  this  subject,  and 
he  didn't  deal  with  it.  I  submit  it  was  because  he  thought  he  didn't 
have  the  authority. 

Mr.  LuRiE.  Senator,  in  answer  to  the  question  that  you  directed  to 
me,  let  me  say  that  this  matter  came  to  the  office  of  those  whom  I  rep- 
resent 2  weeks  ago.  We  then  found  that  there  was  this  present  amend- 
ment pending,  and  therefore  it  seemed  to  us  wise  to  present  our  infor- 
mation here  for  what  it  was  worth.  In  other  words,  we  felt  that  we 
wanted  to  pool  this  information.  How  deep  the  pool  is  on  a  national 
scale  is  for  ycu  gentlemen  to  determine.  If  we  are  simply  a  drop  and 
you  should  find  that  there  is  no  other  replenishment  of  this  stream  of 
indignation,  so  that  it  is  not  of  a  Nation-wide  scale,  or  if  you  find  that 
it  does  not  contain  within  itself  the  warnings  of  what  may  be  a  na- 
tional disaster  if  inflation  is  hit  by  a  speculating  boom,  speculators  on 
the  move,  because  money  will  move  where  money  can  get  a  quick 
return,  and  these  men  who  are  doing  this  hope  for  a  quick  return, 
therefore  time  became  of  the  essence  here;  I  do  not  want  you  to  feel 
that  we  are  left  wholly  without  recourse,  because  I  have  not  explored 
that  recourse  to  the  governor. 

And  I  do  not  want.  Senator,  if  I  may  say  so,  that  when  I  expressed 
the  opinion  that  our  governor  had  the  power,  that  this  should  be  taken 


as  authoritative.  It  would  be  presumptuous  on  my  part  to  say  that 
others  may  not  find  that  there  is  a  constitutional  question.  I  believe 
that  the  powers  conferred  upon  Governor  Saltonstall  by  our  legisla- 
ture were  such  as  to  enable  him,  even  if  he  could  not  handle  the  situa- 
ticm  that  had  existed  in  the  past,  to  prevent  the  thing  from  going  on 
in  the  future.  Whether  there  would  be  a  constitutional  question  with 
regard  to  obstruction  of  the  rights  of  those  under  contract  is  not  fitting 
for  me  to  discuss  this  morning. 

S.^nator  Radcliffe.  Well,  I  think  your  statement  has  been  very  in- 
teresting and  informative. 

Senator  Taft.  Yes. 

Senator  Radcliffe.  But  I  am  just  reluctant  to  rush  to  the  conclusion 
that  if  things  are  not  done  which  can  probably  be  done,  and  in  many 
cases  undoubtedly  can  be  done  locally,  that  the  redress  must  be  w^ith 
the  Federal  Government. 

Mr.  LuRiE.  Thank  you  very  much. 

The  Chairman.  Thank  you  very  much. 

(]VIr.  Lurie  withdrew  from  the  committee  table.) 

The  Chairman.  Mr.  Nelson. 

STATEMENT  OF  HERBERT  TJ.  NELSON,  EXECUTIVE  VICE  PRESI- 
DENT, NATIONAL  ASSOCIATION  OP  REAL  ESTATE  BOARDS 

Mr.  Nelson.  Mr.  Chairman,  I  ask  the  privilege  of  presenting  a 
statement  here  which  is  brief,  at  the  conclusion  of  which  I  would  like 
to  conmient  briefly  on  some  of  the  evidence  presented. 

The  Chairman.  Very  well. 

Mr.  Nelson.  And  I  will  discuss  possibly  some  remedies. 

The  Chairman.  Yes,  sir. 

Mr.  Nelson.  My  name  is  Herbert  U.  Nelson.  I  am  executive  vice 
president  of  the  National  Association  of  Real  Estate  Boards.  I 
appear  here  on  behalf  of  the  organized  real-estate  industry.  My  asso- 
ciation represents  approximately  710  local  real-estate  boards  through- 
out the  country,  and  our  23,000  members  manage  some  4,000,000  units 
of  which  approximately  one-fourth  are  commercial. 

I  may  recall  to  your  committee  that  the  proposal  to  control  com- 
mercial rents  has  twice  been  before  the  Congress  and  that  both  times 
it  has  been  rejected.  Commercial  rent  control  was  first  proposed 
early  in  the  war  and  was  voted  down.  It  was  proposed  again  last 
June  in  the  House  when  the  O.  P.  A.  act  was  extended,  and  it  was 
rejected  virtually  unanimously — only  the  one  vote  of  its  sponsor  being 
cast  in  its  favor. 

Four  official  Federal  agencies  now  have  investigated  the  commercial 
rent  problem.  Their  conclusions  were  unanimous.  All  of  them  re- 
ported within  recent  weeks  that  this  is  not  a  national  problem  and  that 
national  legislation  is  not  needed.  The  agencies  were  the  Small  Busi- 
ness Committee  of  the  Senate,  the  Department  of  Commerce,  the 
Smaller  War  Plants  Corporation,  and  the  Office  of  Price  Administra- 
tion. Each  agency  was  of  the  same  opinion — that  a  national  law  is 
not  needed  now.  O.  P.  A.  itself  reported  to  the  Senate  Small  Business 
Committee  that  it  did  not  see  fit,  at  the  time  the  committee  conducted 
its  investigation,  to  recommend  any  amendment  extending  its  statutory 
authority  to  control  commercial  rents  as  proposed  by  the  measure 
before  you  today. 
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Thus,  there  is  already  upon  the  record  two  refusals  by  the  Congress 
to  approve  commercial  rent  control  and  recommendations  from  four 
examining;  agencies  that  commercial  rent  control  not  be  enacted. 

The  handling  of  commercial  space  constitutes  a  very  large  part 
of  the  real-estate  business.  My  industry  deals  every  day  with  the 
problems  of  commercial  space  and  rent.  My  industry,  which  knows 
this  field,  is  unanimously  opposed  to  commercial  rent  control.  It  is 
opposed  not  because  it  wants  speculative  and  exorbitant  rents — which 
it  does  not — but  simply  because  there  is  no  need  for  national  control  at 
the  present  time.  This  committee  unquestionably  will  receive  testi- 
mony concerning  cases  where  unwarranted  increases  in  commercial 
rents  have  been  sought.  I  call  your  attention  to  the  fact,  however, 
that  nearly  all  of  these  instances  will  be  found  to  be  concentrated  in 
one  or  two  cities.  A  situation  confined  to  one  or  two  cities  does  not 
warrant  the  imposition  of  controls  over  an  entire  nation. 

Your  committee  must  bear  in  mind  that  fact  that  the  nature  of  com- 
mercial rents  is  extremely  complex.  Commercial  rent  control  could 
mean  the  setting  of  individual  ceilings  for  every  commercial  lease  in 
existence.  There  are  millions  of  commercial  leases  in  the  country.  I 
could  not  guess  at  the  total.  Each  is  different  from  the  other;  each 
would  require  its  own  ceiling.  There  is  no  standard  or  uniform  com- 
mercial lease.  Rents  for  a  store  or  a  commercial  property  are  not 
computed  on  the  simple  basis  used  in  residential  rents.  Instead  they 
reflect  the  volume  of  business,  the  percentage  of  profits  earned,  square 
feet  of  space,  location,  type  of  neighborhood,  and  other  factors.  The 
rents  paid  under  such  leases  vary  with  the  volume  of  business  and  type 
of  business  establishment.  Commercial  leasing  is  one  of  the  most 
complicated  of  all  real-estate  operations.  In  our  opinion  it  would 
virtually  be  impossible  to  promulgate  standard  ceilings  for  commer- 
cial establishments  which  would  be  fair  to  either  owner  or  tenant.  A 
number  of  efforts  have  been  made  to  develop  standard  or  uniform  com- 
mercial leases,  to  deal  with  this  very  situation.  None  of  these  efforts, 
to  my  knowledge,  have  been  very  successful. 

We  cannot,  therefore,  approach  commercial  rent  control  in  the  same 
manner  in  which  residential  rent  control  has  been  handled.  Even 
residential  rent  control,  comparatively  simple  as  it  is,  has  turned  out 
under  the  O.  P.  A.  methods  to  be  a  highly  complex  system,  causing 
much  dissatisfaction  and  hardship.  To  have  O.  P.  A.  attempt  to  enter 
the  commercial  field  would  generate  confusion,  turmoil,  and  difficulties 
far  more  exasperating  to  tenants  than  any  situation  that  exists  today. 

I  want  to  point  out  to  this  committee  with  all  the  seriousness  at 
my  command,  that  the  control  of  commercial  rents  would  be  one  of  the 
most  complex  and  difficult,  if  not  to  say  impossible,  jobs  ever  at- 
tempted by  any  Government  agency.  My  association  favored  the 
establishment  of  residential  rent  control.  We  aided  in  setting  up  the 
machinery.  Our  complaints  about  residential  rent  control  have  not 
been  dii-ected  against  the  princij^le  of  controlling  rents  in  wartime, 
but  against  the  methods  used  by  O.  P.  A.  We  have  sought  improve- 
ments in  those  methods  but  we  have  not  attacked  the  principle  of 
wartime  control  of  residential  rents.  We  go  along  with  that,  but 
we  cannot  approve  an  effort  to  control  commercial  rents  as  proposed 
in  the  amendment  before  you. 

There  can  be  only  one  justification  for  national  control  of  commer- 
cial rents.    That  is  the  existence  of  general  speculative,  unwarranted. 


and  abnormal  increases  and  other  disruptive  practices  in  commercial 
renting.  Such  general  conditions  do  not  exist.  The  evidence  is 
abundantly  clear  on  this  point.  That  commercial  rents  have  increased 
in  some  cities  is  true.  That  there  have  been  normal,  acceptable  in- 
creases, generally  modest  in  degree,  is  equally  true.  Such  increases 
as  have  occurred,  with  few  exceptions,  have  been  entirely  in  line  with 
increased  volume  of  business  and  general  price  rises.  I  hope  that  you 
gentlemen  are  familiar  with  the  work  of  the  Senate  Small  Business 
Committee  under  Sanator  Murray  on  this  question.  The  S3nate  Small 
Business  Committee  in  its  report  on  the  problem  (Kept.  12,  pt.  6),  in 
October  of  this  year,  pointed  out  that  the  committee  had  investigated 
1,500  specific  complaints  of  alleged  commercial  rent  abuses.  Of  these, 
it  reported  that  1,300,  or  92  percent,  came  from  one  locality.  The 
O.  P.  A.  went  on  record  before  Senator  Murray's  committee.  Of  this, 
the  committee's  report  said,  and  I  quote : 

The  representative  of  the  Office  of  Price  Administration  testified  on  the  basis 
of  the  data  in  the  files  of  that  agency  that  the  problem  was  apparently  not 
national  in  scope  but  appeared  to  be  confined  to  only  a  few  localities.  *  *  * 
Excepting  a  few  isolated  instances,  no  requests  or  petitions  had  been  submitted 
to  the  Administrator  for  price  increases  based  on  commercial  rent  increases  or 
threatened  increases.  In  these  circimistances,  the  Office  of  Price  Administration 
did  not  see  fit  to  recommend  at  this  time  any  amendment  extending  its  statutory 
authority  to  include  control  over  commercial  rents  which  it  is  now  without  power 
to  regulate. 

The  Small  Business  Committee  requested  the  Department  of  Com- 
merce and  the  Smaller  War  Plants  Corporation  to  secure  statements 
from  tenants,  tenants'  organizations,  chambers  of  commerce,  manufac- 
turers' associations,  smaller  manufacturers,  and  other  concerns  and 
groups  possessing  first-hand  knowledge  of  commercial  conditions  in 
their  communities  regarding  business  rents.    The  committee  reported : 

In  view  of  the  evidence  contained  in  this  record  in  the  form  of  complaints  and 
other  communications,  testimony  at  its  hearing  of  this  subject,  consultation  with 
interested  individuals  and  groups,  and  the  reports  of  two  executive  agencies 
of  the  Federal  Government,  your  committee  concludes  that  the  small-business 
problem  posed  by  excessive  increases  in  commercial  rentals  is  not  national  in 
scope  at  this  time  and  that  Federal  regulation  through  the  Office  of  Price 
Administration  or  otherwise  would  not  now  be  justified. 

That  report  was  published  less  than  60  days  ago.  Conditions  have 
not  changed  since  then. 

I  recognize  that  the  argument  can  be  made  that  the  proposed  amend- 
ment is  merely  permissive  and  would  allow  O.  P.  A.  to  take  correc- 
tive action  in  those  places  where  it  is  needed.  There  is  an  implication 
in  this  arp-ument  that  O.  P.  A.  would  take  action  only  where  it  is 
needed.  You  gentlemen  are  sufficientlv  familiar  with  the  operation 
of  O.  P.  A.  to  recognize  that  it  just  doesn't  work  that  way.  Once 
the  process  is  set  in  motion,  it  is  difficult  to  stop.  Control  in  one 
city  would  soon  spread  to  others.  The  personnel  and  the  paper  work 
that  woiild  be  required  in  such  a  program  staggers  the  imagination. 
To  enact  a  national  law  to  cure  a  situation  existing  in  a  few  isolated 
cases  would  be  like  requiring  people  in  every  city  to  carry  umbrellas 
when  it  rains  in  Washington. 

The  National  Association  of  Keal  Estate  Boards  recently  completed 
its  forty-third  semiannual  survey  of  real-estate  conditions,  including 
commercial  rents.  This  survey,  which  we  have  conducted  for  22  years, 
is  recognized  as  a  standard  business  index.    It  reflects  the  facts.    It 
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IS  carried  out  by  local  real-estate  boards  which  report  on  conditions 
in  then;  own  communities.  This  year  we  had  reports  from  377  cities. 
1  submit  for  the  record  as  exhibit  A  the  statistics  on  commercial  space 
and  rent  which  we  developed  in  this  survey.  I  will  not  go  into  the 
full  details  of  these  figures,  but  I  do  want  to  call  attention  to  some 
of  ^'le  nigh  points.  In  office  space  we  found  that  for  the  country  as 
a  whole  there  is  a  normal  supply  in  71  percent  of  the  cities  surveyed, 
and  an  oversupply  in  24  percent.  In  only  5  percent  was  there  a 
shortage.  In  war-industry  areas  the  figures  were  nearly  the  same  ex- 
cept that  there  is  a  shortage  of  office  si)ace  in  19  percent  of  these  areas. 

As  for  retail  business  space  for  the  country  as  a  whole,  there  is  a 
normal  supply  in  one-half  the  cities  and  an  oversupply  in  one-fourth. 
A  shortage  exists  in  26  -percent  of  the  cities.  The  figures  for  war 
centers  were  practically  identical.  As  for  business  property  rents  in 
central  districts,  we  found  that  for  the  country  as  a  whole  business 
rents  are  the  same  as  last  year  in  64  percent  of  the  cities.  Increases 
were  noted  m  35  percent  of  the  cities.  The  figures  for  war  centers 
were  approximately  the  same. 

Office  rents  in  downtown  areas  for  the  country  as  a  whole  were 
found  to  be  the  same  as  last  year  in  80  percent  of  the  communities 
surveyed  and  higher  in  20  percent.  In  war  industry  areas,  office  rents 
were  the  same  as  a  year  ago  in  76  percent  of  the  cities  and  higher  in 
24  percent. 

I  suggest  that  this  committee  study  the  figures  in  this  exhibit.  They 
make  clear  the  fact  that  increases  have  not  occurred  in  a  majority  of 
the  cities.  They  show,  instead,  that  in  most  cases  commercial  rents 
are  staying  on  a  fairly  stable  level. 

We  wanted  to  test  the  commercial  rent  situation  in  a  little  more 
detail  and  selected  31  typical  American  cities,  large  and  small,  located 
both  in  congested  war  centers  and  in  nonwar  centers.  Local  real- 
estate  boards  in  each  city  were  requested  to  report  whether  there  had 
been  increases  in  commercial  rent ;  whether  such  increases  that  had 
occurred  represented  normal  adjustments  and  whether  there  was  any 
gouging  111  commercial  rents.  Out  of  28  cities  reporting  on  the  ques- 
tion of  gouging,  only  1  city  said  that  it  existed  and  in  that  instance 
that  It  existed  only  in  a  few  cases.  Both  of  these  surveys  showed  that, 
although  commercial  rents  had  increased  in  some  cities,  the  increases 
m  every  case  were  considered  to  be  normal  and  completely  acceptable 
to  the  tenants  involved.  Practically  all  the  increases  can  be  attrib- 
uted to  the  use  of  commercial  leases  which  provide  for  adjustments 
111  rent  according  to  the  volume  of  business  or  to  other  leases  having 
the  same  effect.  A  merchant  in  a  good  location  operating  under  a 
percentage  lease  knows  perfectly  well  that  as  his  business  increases 
and  his  profits  increase  his  rents  will  rise  under  stipulated  schedules 
to  which  he  has  agreed. 

Universally  our  members  reported  that  such  increases  as  have  oc- 
curred in  nearly  100  percent  of  the  cases  have  been  reasonable,  normal 
increases  which  were  understood  by  the  tenant  and  acceptable  to  him. 
The  troubles  that  have  arisen  have  been  the  exceptions  which  proved 
the  rule.  Those  exceptions,  I  am  glad  to  say,  have  been  comparatively 
few  in  number  and  have  been  concentrated  in  one  or  two  cities. 

The  greatest  problem  in  commercial  space  seems  to  exist  in  loft 
buildings  and  warehouse  space.  This  can  be  attributed  directly  to 
the  enormous  demands  of  the  armed  forces  for  loft  and  warehouse 


space.  Military  needs  have  put  tremendous  pressure  on  this  kind  of 
space.  Increases  that  have  occurred  in  loft  and  warehouse  rents  can 
be  laid  directly  at  this  particular  doorstep.  We  are  working  on  this 
problem  in  a  special  effort  to  find  additional  warehouse  space  for  the 
Army  and  the  Navy. 

That  seems  to  be  the  picture  as  we  see  it.  It  is  our  farm  conviction 
that  rent  control  should  be  directed  against  speculative,  manipulative, 
and  gouging  practices.  Where  they  exist,  they  should  be  stopped. 
That  is  the  basis  of  the  residential  rent-control  law.  No  general  spec- 
ulative, manipulative,  and  gouging  practices  have  been  shown  in  com- 
mercial rents.  The  evidence  is  completely  to  the  contrary.  The 
trouble  appears  to  be  confined  principally  to  a  few  cases.  We  believe 
it  is  bad  government  to  clamp  restrictions  on  all  citizens  because  of 
the  faults  of  an  isolated  few.  Commercial  rent  control  in  those  few 
places  where  it  may  prove  to  be  desirable  is  a  matter  for  local  han- 
dling, and  not  national.  i 

It  is  the  earnest  recommendation  of  the  real-estate  industry,  which 
is  close  to  this  picture,  that  the  proposed  amendment  be  not  enacted. 
Then,  gentlemen,  there  follows  this  table  which  perhaps  you  wish 
to  look  at  in  some  detail,  with  respect  to  office  space,  showing  the 
normal  supply  in  71  percent  of  the  cities,  oversupply  in  24  percent, 
and  shortage  in  only  5  percent. 

With  figures  for  the  war  industry  areas:  normal  supply  in  60  per- 
cent of  the  cities,  oversupply  in  21  percent,  which  does  not  indicate 
a  great  stringency,  and  a  shortage  in  only  19  percent. 

S3nator  Butler.  Mr.  Nelson,  in  connection  with  that  survey,  you 
spoke  of  the  number  of  members  that  you  had,  approximately  703, 
something  over  700.    Is  a  proper  percent  of  the  members  of  your 
association  represented  in  New  York  City  ? 
Mr.  Nelson.  Yes. 

Senator  Butler.  Do  you  have  them  there  ? 

Mr.  Nelson.  We  have.  The  Real  Estate  Board  of  New  York  is  a 
part  of  our  group,  but  the  Real  Estate  Board  of  New  York  did  not 
report  on  this  survey. 

Senator  Tafp.  What  have  you  to  say  about  the  New  York  situ- 
ation ?  , 

Mr.  Nelson.  Well,  Senator,  I  listened  to  the  testimony  yesterday, 
and  undoubtedly  there  are  cases  of  rent  gouging.  We  don't  deny 
that  such  situations  exist.  It  is  my  belief  that  no  evidence  was  pre- 
sented to  show  that  these  rent  increases  have  any  effect  upon  the 
prices  charged  to  the  public,  and  that  the  public  interest  has  not 
been  affected.  The  shortage  of  space  in  New  York  and  other  cities 
has  created  a  situation  where,  of  course,  the  landlord  is  in  a  more 
powerful  position  to  enforce  demands  for  increased  rent  in  some 
industries.  The  textile  industry  in  New  York  appears  to  be  booming. 
Apparently  some  of  the  landlords  have  decided  to  declare  themselves 
in  on  some. of  those  profits.  Whether  or  not  the  increased  rents 
represent  any  increased  ratio  of  rent  to  gross  sales  is  something  that 
we  would  like  to  know  and  something  which  I  believe  the  committee 
is  entitled  to  know. 

Senator  Taft.  Are  there  any  standards  in  the  real-estate  industry 
generally,  or  any  relation  between  the  gross  sales  of  manufacturing 
businesses  occupying  loft  space  and  the  rental  of  loft  space? 

Mr.  Nelson.  I  don't  think  they  exist  in  the  case  of  loft  industries. 
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Senator  Taft.  That  is  general  in  the  retail  business,  I  suppose? 

Mr.  Nelson.  In  the  retail  business  it  is  general. 

Senator  Taft.  And  it  varies  with  different  industries? 

Mr.  Nelson.  Yes. 

S3nator  Taft.  I  mean,  some  industries  pay  more  or  a  bigger  per- 
centage for  rent  than  others;  is  that  correct? 

Mr.  Nelson.  Yes. 

Senator  Taft.  But  as  far  as  you  know  it  has  no  particular— there 
is  no  such  standard  in  the  manufacturing  loft-space  business? 

Mr.  Nelson.  I  do  not  know  of  any. 

With  respect  to  retail  business  the  ratio  of  rent  to  gross  business 
has  been  worked  up  pretty  carefully.  The  Harvard  Business  In- 
stitute has  for  some  years  made  frequent  studies  of  those  ratios,  and 
they  include  not  only  percentage  leases  but  the  ratio  of  fixed  rents 
to  gross  business.  So  that  those  figures  are  available.  We  have 
ourselves  made,  oh,  biennial  studies  of  what  we  call  percentage  leases, 
and  they  vary  for  different  types  of  retail  business,  depending 

Senator  Tait.  Mr.  Nelson,  my  impression  is  that  if  the  war  went  on 
ver}^  long  we  would  have  to  impose  a  control  of  business  rents.  I  don't 
know  about  office  bui  Idings ;  that  might  not  be  necessary.  But  my  only 
hesitation  is  as  to  whether  we  are  not  getting  close  enough  to  the  end 
to  postpone  it.  But  logically  it  is  pretty  hard  to  get  away  from  the 
control  of  business  rents  if  this  tiling  spreads  at  all  or  becomes  general, 
because  certainly  if  it  gets  into  the  retail  business,  retail  store  business, 
it  does  have  an  effect  on  inflation.  My  principal  doubt  is  one  of  timing. 
I  have  a  feeling,  I  say,  that  if  the  war  goes  on  very  long  I  would  be 
inclined  to  think  we  ought  to  go  ahead  with  the  control,  but  right  at 
the  present  moment  I  am  rather  doubtful  whether  we  are  at  the  point 
where  it  is  general  enough  and  where  its  effect  on  inflation  is  clear 
enough  to  justify  it;  but  I  think  if  this  New  York  condition  goes  on 
and  spreads,  as  presumably  it  will,  the  time  will  come  pretty  soon 
when  we  shall  have  to  do  something  on  a  national  basis.  At  the 
present  it  seems  to  me  New  York  may  take  care  of  it,  the  legislature. 

The  Chaipman.  Which?     New  York  State? 

Senator  Taft.  New  York  State.  The  legislature  meets  the  1st  of 
January,  and  I  would  be  inclined  to  say  it  is  up  to  them  to  deal  with 
that  particular  situation;  but  if  it  isn't  deidt  with  and  if  it  spreads, 
I  think  we  are  up  against  a  problem  we  can't  very  well  postpone,  in 
spite  of  the  increased  regulation  and  the  injustice  of  freezing,  which 
I  would  like  to  keep  away  from  if  we  could. 

Senator  Hawkes.  Mr.  Chairman,  might  I  ask  Mr.  Nelson  this  ques- 
tion: 

On  page  2  you  say,  "But  I  call  your  attention  to  the  fact  that  nearly 
all  of  these  instances  will  be  found  to  be  concentrated  in  one  or  two 
cities."  Then  when  you  were  asked  if  you  had  taken  into  consideration 
New  York  City,  you  said  no.  Now,  could  you  enlighten  us  on  what 
cities  you  had  in  mind  when  you  said,  "one  or  two  cities"? 

Mr.  Nelson.  I  had  New  York  in  mind. 

Senator  Hawkes.  Well,  then  you  said  you  hadn't  gotten  reports 
from  New  York. 
Mr.  Nelson.  No  ;  but  we  know  of  the  situation. 
Senator  Hawkes.  How  is  that  ? 
Mr.  Nelson.  We  know  of  the  situation  there. 


Senator  Hawkes.  Well,  are  there  any  otlier  cities  in  which  you  know 
of  a  similar  situation  existing? 

Mr.  Nelson.  I  do  not. 

Mr.  Chairman,  may  I 

The  Chaikman.  You  heard  the  testimony  of  Mr.  Lurie  a  moment 
ago,  didn't  you? 

Mr.  Nels-^n.  Yes. 

The  Ch  mrm.an   Of  New  Bedford,  Mass. 

Mr.  Nelson.  Yes. 

The  Chairman.  Well,  wasn't  that  a  case  of  gouging,  wouldn't  you 

say? 

Mr.  Nelson.  I  would. 

The  Chairman.  Well,  what  are  we  going  to  do  about  these  cases  of 
gouging? 

Mr.  Nelson.  Well,  Senator,  I  would  like  to  suggest  a  possible  method 
of  procedure  which  might  cure  abuses  but  would  not  involve  the  neces- 
sity of  imposing  a  general  ceiling  or  a  freeze  on  all  commercial  rents. 
Senator  Taft  mentioned  that  several  times  yesterday,  and  we  have  dis- 
cussed it  informally  but  have  no  specific  measure  to  propose.  We 
thought  that  it  might  be  possible  for  Congress  to  give  to  the  Federal 
courts,  the  district  courts,  certain  powers  to  appoint  referees  who 
might  have  the  right  to  hear  complaints,  so  that  a  referee  would  act 
only  upon  complaint. 

Senator  Taft.  I  do  not  believe  that  would  be  very  practical.  T  think 
if  you  are  going  to  have  control,  you  will  have  O.  P.  A.  control  or 
nothing.  I  don't  see  where  we  csmj^yo  between.  We  might  write  into 
the  O.  P.  A.  Control  certain  restrictions,  but  I  think  it  will  be  an 
O.  P.  A.  control. 

The  Chairman.  What  would  a  judge  do  or  what  would  a  court  do,  in 
yoi^r  theory?    Decide  on  what  a  fair  rental  is? 

Mr.  Nelson.  No.  Our  thought  was  that  a  Federal  judge  might, 
upon  proper  showing  from  public  officials  and  others  locally,  appoint 
a  referee  who  under  the  Federal  law  would  have  the  power  to  hear 
cases  or  complaints  with  respect  to  any  excessive  rentals  charged. 
Complaints  would  only  be  heard  if  a  showinir  could  be  made  by  the 
complainant  that  the  rents  asked  were  out  of  line  with  those  for  the 
particular  activity  or  industry, in  which  the  complainant  was  en- 
gaged. Now  that  would  enable  you,  both  by  action  and  bv  the 
threatened  control,  to  keep  a  ceilins:  on  rent  gouginc:  without  subject- 
ing the  entire,  vast  structure  of  business  to  a  very  irksome  and  a  very 
costly  new  control. 

The  Chairman.  Of  course,  the  action  by  O.  P.  A.  in  the  case  of 
housing  is  irksome  in  many  cases.  We  had  to  do  it,  didn't  we,  and 
you  agreed  to  it  ? 

Mr  Nei^on.  Yes.  we  did. 

The  Chairman.  Well,  now,  if  this  gouging  becomes  irksome,  as  it 
undoubtedly  will,  are  we  ^oing  to  be  prostrate  here,  just  the  Govern- 
ment say,  "There  is  nothing  we  can  do  about  it.  These  men  will  have 
to  starve  or  lose  'their  business  or  something,  but  we  are  helpless"! 

Mr.  Nelson.  Well,  Senator,  we  recognize  that  sharp  increases  in 
residential  rents  throughout  the  Nation  were  inflationary.  There 
wasn't  any  question  about  that. 

The   Chairman.  And  unfair. 
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Mr.  Nelson.  We  do  not  accept  the  thepis  that  a  certain  number  of 
increases,  when  they  affect  only  a  small  minority  of  business,  are  neces- 
sarily inflationary.  We  have  heard  no  evidence  to  that  effect.  We 
have  heard  no  evidence  anywhere  that  prices  have  anywhere  been  in- 
creased by  reason  of  increased  rentals. 

The  Chairman.  Well,  you  have  heard  the  testimony  with  reference 
to  New  York  City ;  didn't  you  ? 

Mr.  Neijson.  Yes.  There  was  nothing  said  yesterday  to  show  that 
any  commodity  had  been  increased  in  price  1  cent  by  reason  of  any 
increase  in  rents. 

Senator  Butler.  Mr.  Nelson. 

Mr.  Nelson.  That  doesn't  mean  that  I  condone  rent  gouging,  but 
I  am  going  to  the  public  interest  that  is  involved. 

The  Chairman.  Well,  the  O.  P.  A.  restrictions  prevent  them  from 
increasing  their  prices. 

Mr.  Nelson.  Yes. 

The  Chairman.  And  that  is  the  difficulty.  Here  is  the  tenant  who 
says,  "I  can't  charge  any  more  for  the  things  upon  which  I  make  a 
profit." 

Mr.  Nelson.  Yes. 

The  Ch  mrman.  "But  here  is  this  tremendous  increase  in  rent  that 
is  asked  of  me.  I  can't  pay  it."  And  the  landlord  says,  "Well,  if  you 
can't,  you  get  out.  That's  all."  And  there  is  not  any  place  for  him 
to  go.  Now.  what  is  he  going  to  do  ?  Is  the  Government  going  to 
say,  "We  are  helpless ;  we  can't  do  anything  for  you"? 

Mr.  Nelfon.  Well,  I  don't  know  that  the  Government  has 

The  Chairman.  That  wouldn't  be  my  idea  of  governnjient. 

Senator  Taft.  That  is  what  the  Government  said  in  time  of  peace,^ 
Senator.  It  is  only  the  inflationary  effect  of  war  that  gives  us  any 
interest  whatever  in  the  rentals  in  New  York  City,  it  seems  to  me. 

The  Chairman.  I  think  it  is  the  duty  of  government  to  protect 
its  people,  and  it  is  the  theory  I  will  go  on. 

Mr.  Nelson.  Well,  many 

Senator  Butlfr.  Would  you  do  this  in  time  of  peace.  Senator? 

The  Chairman.  I  don't  know  about  the  gouge  situation,  of  course. 
What  are  we  going  to  do  ? 

Senator  Butler.  Well,  those  things  generally  work  themselves  out. 

The  Chairman.  I  know — we  have  heard  that  before.  Mr.  Hoover 
said  that. 

Senator  Butler.  If  a  group  of  New  York  real  estate  holders  play 
their  game  too  far,  why,  they  will  drive  industry  away  from  there. 

The  Chairman.  Wliere  are  they  going?     That  is  the  difficulty. 

Senator  Butler.  Ultimately  the  property  owners  will  suffer  for  the 
unwise  policy  that  they  have  followed. 

The  Chairman.  What  happens  to  the  people  in  the  meantime? 
That  is  what  I  am  concerned  with,  where  they  have  nowhere  to  go; 
there  is  no  competition.     That  is  the  difficulty. 

Senator  Butler.  Well,  there  is  one  point  that  I  would  like  to  ask 
Mr.  Nelson's  opinion  on  as  a  specialist  in  this  line:  When  rentals 
get  to  a  high  point,  ordinarily,  in  commercial  centers,  the  property 
owner  and  the  tenant  ultimately  get  together  on  a  percentage  agree- 
ment. 

Mr.  Nelson.  It  is  very  common. 

Senator  Butler.  I  wonder  if  an  attempt  has  been  made  in  this 
area  up  there — ^now,  there  is  no  doubt  but  what  the  increase  has  been 


considerable  on  the  overhead  of  the  owners  of  these  properties.  The 
taxes  have  gone  up.  Labor  and  expense  for  servicing  their  buildings 
have  gone  up.  Any  repairs,  if  they  have  any — I  suppose  they  do, 
naturally — ^they  have  all  increased.  So  there  is  some  logic  for  an 
increase  in  rental,  no  doubt.  But  there  is  no  occasion  for  people  who 
want  to  be  tricky  trying  to  run  any  man  out  of  his  place  of  business, 
and  nobody  could  countenance  such  a  thing,  and  only  those  who  are 
completely  unprincipled  would  attempt  to  do  any  such  thing.  They 
can't  be  very  great  in  number,  and  I  think  public  sentiment  would 
take  care  of  the  situation  in  a  great  many  areas  if  public  sentiment 
could  be  educated  enough  and  it  could  be  advertised  enough  and 
they  would  have  some  reasons  for  it;  and  I  want  to  offer  this  one 
suggestion:  Let  the  property  owners  and  the  tenants  try  to  get  to- 
gether on  a  percentage  basis  on  these  lofts  and  other  congested  areas 
for  the  time  being. 

Senator  Kadcliffe.  Senator  Butler,  when  you  spoke  of  the  possi- 
bilities, in  your  opinion,  of  public  sentiment  doing  something,  did 
you  have  in  niind  any  special  agencies?  For  instance,  could  a  real 
estate  association,  irrespective  of  whether  it  has  any  authority  or 
not — it  may  have  no  authority.  Do  you  feel  that  that  might  be 
helpful  in  a  matter  of  that  kind,  especially  ? 

Senator  Butler.  Well,  there  is  any  number  of  organizations  in  every 
community  which  will  be  called  for. 

Senator  Radcliffe.  Well,  I  realize  that,  but  I  simply  mentioned  one 
which  is  close  to  the  business. 

Senator  Taft.  There  is  a  certain  responsibility  in  real  estate  boards 
to  do  that  very  thing,  I  would  say. 

Mr.  Nelson.  Yes.  We  have  repeatedly  attempted  to  do  so.  Now, 
3  years,  31/2  years  ago,  we  set  up  what  we  call  fair-rent  committees  in 
a  great  many  cities,  and  they  were  functioning  very  well ;  but  when 
the  national  Price  Control  Act  was  enactied  most  of  those  committees 
were  compelled  to  pass  out  of  the  picture  because  O.  P.  A.  moved 
right  in. 

Senator  Butler.  Well,  along  that  line,  couldn't  you  now,  as  a  busi-- 
ness  group,  recommend  the  appointment  of  fair  rental  committees 
that  might  not  have  the  force  of  law  back  of  them,  as  O.  P.  A.  has, 
but  at  the  same'  time  it  would  be  a  tremendous  influence  that  would 
tide  us  over?  We  are  surely  approaching  the  time  when  this  is  not 
going  to  be  necessary. 

Mr.  Nelson.  I  think  we  could  do  so. 

Senator  Radcliffe.  Mr.  Nelson,  could  you  be  a  little  more  concrete 
as  to  what  happened  ?  I  understood  you  to  say  that  they  have  been 
rather  helpful.  Now  you  are  referring  to  what  took  place  in  peace- 
times, and  that  the  real-estate  boards  did  function  and  were  somewhat 
helpful. 

Mr.  Nelson.  Yes. 

Senator  Radcliffe.  Could  you  be  a  little  more  concrete  in  that  and 
point  out  anything  they  did  do  or  did  not  do  or  any  specific  progress 
they  made?  And  I  do  not  ask  you  to  cite  any  particular  case;  but 
merely  a  statement  that  they  had  been  somewhat  helpful,  of  course,  is 
a  little  abstract,  and  I  wondered  if  you  could  be — I  don't  know  whether 
you  could — be  a  little  more  definite. 

Mr.  Nelson.  Well,  Senator,  we  did  set  up  fair  rent  committees  in 
about  30  cities  where  the  early  congestion  came  due  to  war  industry, 
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including  such  cities  as  Detroit,  and  those  fair-rent  committees  were 
not  altogether  informal.  They  were  usually  appointed  hy  the  mayor 
and  the  city  council,  so  that  they  had  a  certain  sanction  from  local 
government,  and  they  represented  a  variety  of  interests,  not  merely 
realty  interests,  but  labor  would  be  represented  as  well  as  banking 
and  real  estate  owners  and  public  officials,  and  they  functioned  very 
well ;  but  as  the  congestion  increased  O.  P.  A.  felt  that  it  was  necessary 
to  move  in,  and  they  did  so,  and  those  committees  were  dismissed. 

Senator  Ri'DCLiFFE.  Well,  let  me  be  just  specific  for  a  moment:  A 
case  of  what  I  assume  was  gouging— that  is,  what  little  evidence  we 
have  on  the  subject  would  seem  to  indicate  that — where  rent  was  in- 
creased from  $30  to  $100.  Now,  I  don't  know  anything  about  the  cir- 
cumstances there,  but  it  would  certainly  look  clearly  on  its  face  like  a 
case  of  gouging.  Suppose  the  committee  to  which  you  have  reference 
had  before  it  an  instance  of  that  kind;  what  would  they  do,  and  what 
was  the  effect  ? 

Mr.  Nelson.  AVell,  the  records  that  we  have  are  rather  scanty  on 
hearings  of  these  committees,  but  in  many  cases  they  woukl  send  some- 
body who  knew  property  values  and  rents  out  to  inspect  a  projoerty, 
who  would  come  back  and  report.  They  would  bring  the  owner  and 
the  tenant  in,  and  they  would  often  arrive  at  an  adjustment,  and  it 
was  a  type  of  voluntary  arbitraticm. 

Senator  R.adcliffe.  I  mean  if  the  owner  stood  pat. 

Mr.  Nelson.  They  had  no  lecourse. 

Senator  Radclifte.  No,  of  courje,  he  has  no  pov  er,  but  was  thei-e 
anything  in  the  way  of,  we  will  say,  public  sentiment  or  anything 
wliich  would  discourage  the  owner  from  standing  pat  ? 

Mr.  Nelson.  Yes;  there  was,  juid  is.  Our  industry  certaiidy  does 
not  condone  anything  in  the  way  of  rent  gouging.  And  may  I  say  on 
that  point  that  nobody  has  more  to  lose  and  more  to  fear  from  a  specu- 
lative real-estate  boom  than  we  do.  We  have  had  a  very  bitter  and 
unhappy  experience.  Two  or  tliree  years  of  excessive  prosperity  were 
followed  by  15  or  16  years  of  real-estate  depression. 

Senator  R  vdcliffe.  Yes. 

Mr.  Nelson.  And  we  have  no  desire  to  see  either  runaway  rentals 
or  runaway  sales  prices. 

The  Chairman.  But,  Mr.  Nelson,  of  course,  when  I  am  talking 
about  this  I  have  a  lot  of  friends  who  are  the  owners  of  pioperty  who 
are  very  fine,  high-class  people,  who  wouldn't  think  of  overcharging 
or  gouging  or  anything  of  that  kind,  and  I  am  not  talking  about  them. 
I  am  talking  about  this  minority  that  you  have  to  deal  with.  The 
mayor's  committee  on  rent  control,  I  think  it  was  called,  or  something 
of  that  kind,  had  two  members  of  the  real  estate  board  on  this  com- 
mittee, and  they  did  their  test  to  try  and  prevent  gouging,  but  they 
were  helpless,  and  they  asked  the  State  legislature  to  intervene,  and 
the  State  legislature  didn't  intervene.  They  talked  but  they  did  noth- 
ing. And  so  here  is  this  minority  that  is  gouging;  I  mean  there  is  no 
question  about  that.  I  am  not  talking  about  the  large  majority  of 
property  owners  who  are  Rne  citizens,  but  we  have  got  to  take  care  of 
the  people  who  are  being  oppressed  by  these  few. 

Now.  what  are  we  going  to  do?  The  State  says,  "We  cannot  inter- 
fere." The  city  hasn't  the  power  to  interfere.  And  here  is  a  matter 
before  us.  Now,  are  we  going  to  sit  back  and  let  this  tragedy  happen 
to  a  number  of  people  and  say  we  are  just  helpless  under  our  form  of 


govA-nment  to  help  them ;  they  have  just  got  to  suffer?  It  doesn't  seem 
reasonable  to  me. 

The  same  argument  was  made  under  the  old  law  on  the  health 
proposition,  but  I  was  a  judge  then,  and  I  heard  both  sides,  and  this 
one  side  talked  about  the  Constitution  and  everything.  They  talked 
about  everything  except  these  poor  people  who  were  destined  to  have 
pestilence  and  all  sorts  of  things  in  the  city  if  this  gouging  hadn't  been 
stopped,  and  it  was  stopped  by  the  legislature.  In  fact,  it  was  held 
constitutional,  closely.  It  went  all  the  way,  Senator  Taft,  as  I  said  a 
moment  ago,  to  the  United  States  Supreme  Court,  and  it  was  upheld 
by  a  close  vote  of  5  to  4. 

But  now  we  have  this  situation  in  the  midst  of  war  where  these 
plants — where  these  men  have  nowhere  to  go.  They  have  either  got  to 
pay  this  high  price  or  lose  their  business,  and  under  those  circumstances 
it  seems  to  me  that  the  legislature  must  be  in  a  position  to  prevent  that 
sort  of  disruption.  And  that  is  what  I  am  appealing  to  you  now,  be- 
cause I  know  you  want  to  be  fair  and  your  organization  does.  So  niany 
of  them  are  my  own  friends.  I  know  them  well.  But  this  proposition 
of  having  a  judge  simply  look  into  the  matter  and  probably  see  per- 
haps gouging  but  not  able  to  do  anything  about  it,  it  seems  to  me,  is 
helpless.  That  is  why  I  have  been  trying ;  that  is  why  I  proposed  this 
legislation,  to  which,  of  course,  a  lot  of  amendments  will  have  to  be 
made ;  there  is  no  question  about  it. 

But  what  are  we  going  to  do  for  these  people?  I  cannot  feel  happy 
sitting  aside  and  saying  that  somebody  else's  business  is  not  ours,  and 
in  the  meantime  let  these  little  businesses  go  under.  And  I  do  not 
think  any  member  of  the  committee  wants  to  do  it,  except  we  differ  on 
the  question  as  to  how  shall  we  help  them.    That  is  where  you  ought 

to  help  us. 

Mr.  Nelson.  Senator,  since  so  much  of  the  discussion  has  centered 
around  what  has  happened  in  the  city  of  New  York 

The  Chairman.  Well,  no ;  Senator  Mead  testified  this  morning  that 
it  is  happening  in  other  places,  too,  and  he  was  not  in  agreement  with 
your  statement  that  the  small  business  men's  committee  was  opposed 
to  any  commercial  rent  control.    He  didn't  say  so  in  this  statement 

to  us. 

Mr.  Nelson.  Well,  I  was  quoting  from  the  report. 

The  Chairman.  Yes;  I  know  you  were. 

Senator  Taft.  He  and  Senator  Murray,  I  take  it,  spoke  for  them- 
selves only. 

Mr.  Nelson.  Yes. 

Senator  Taft.  There  has  been  no  meeting  of  the  Small  Business 
Committee  to  reverse  the  report  made  by  the  committee  as  a  com- 
mittee. 

Mr.  Nelson.  That  is  right. 

The  Chairman.  Well,  I  didn't  know  that.  Of  course,  I  am  not  a 
member  of  the  committee. 

Mr.  Nelson.  Senator,  Mr.  Clark  Dailey,  a  former  president  of  the 
New  York  board 

The  Chairman.  I  know  him  well. 

Mr.  Nelson.  And  some  of  his  associates  are  here. 

The  Chairman.  Yes. 

Mr.  Nelson.  And  they  know  that  New  York  situation  so  much  bet- 
ter than  I  do 
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The  Chairman.  Well,  all  right,  then. 

Mr.  Nelson.  That  any  questions  with  relation  to  what  exists  and 
what  might  he  done  should,  I  think,  be  answered  by  them  because  it 
can  be  done  much  more  intelligently. 

The  Chaiijmax.  All  right.     Any  other  questions  of  Mr.  Nelson? 

Senator  Hawkes.  Mr.  Chairman,  I  would  still  like  to  see  if  Mr.  Nel- 
son can  throw  any  light  on  that  question  I  have  asked  of  each  witness, 
as  to  whether  you  have  any  comparison  of  the  rents  being  asked  today 
as  compared  with  the  average  rent  over  the  period  of  10  years  or  from 
the  1920  period  forward.  I  think  that  is  a  very  vital' thing.  It  is 
going  to  be  vital  to  me  in  whatever  I  vote  in  this  situation. 

Mr.  Nelson.  We  do  not  have  such  a  thing  as  a  detailed  business 
rental  index. 

Senator  Hawkes.  No? 

Mr.  Nelson.  It  is  a  very  complicated  thing  to  construct,  and  as  far 
as  I  know  it  doesn't  exist  except  as  matters  of  general  opinion.  There 
was  set  up  in  the  Government,  with  our  assistance,  a  continuing  index 
of  residential  rents.  That  is  in  the  Bureau  of  Labor  Statistics,  and 
they  have  taken  approximately  a  hundred  cities  and  they  have  selected 
dependal)le  properties  in  management  and  real  estate  offices  in  those 
cities,  and  that  is  reviewed  I  tliink  quai-terly  and  the  index  is  main- 
tained, but  there  is  nothing  to  compare  with  that  in  the  business  rental 
field. 

You  asked  another  question.  Senator,  which  interested  us  a  great 
deal  and  on  which  we  would  like  to  gather  information  for  submission 
to  this  committee.  It  will  take  some  time.  And  that  was  something 
about  the  stability  of  the  rental  ratio,  of  the  rental  dolhir  in  its  ratio 
to  gross  business.  We  had  here  yesterday,  Mr.  Cincotta,  of  the  Green- 
field  Co.,  in  Philadelphia,  and  Mr.  Boyd  Barnard,  another  lease  ex- 
pert, and  they  both  said  that  we  would  be  justified  in  saying,  even 
though  we  do  not  now  have  the  proof,  that  the  ratio  in  the  real-estate 
business  of  rents  to  gross  business  has  decreased  in  the  past  2  or  8 
years  because  the  volume  has  gone  up  so  much  faster  than  the  rental 
increases  that  have  been  imposed.  Of  course,  with  relation  to  the  per- 
centage lease  the  ratio  is  obviously  a  constant,  but  fixed  rentals  have 
not  advanced  as  fast  as  the  gross  volume  of  real-estate  business. 

Senator  Tapt.  Mr.  Nelson,  I  have  only  one  comment  more  to  make, 
and  that  is  that  regardless  of  what  the  committee  does  on  this  bill  I 
feel  very  confident  that  unless  the  situation  is  corrected — and  if  it  isn't 
corrected  it  is  bound  to  get  worse,  it  seems  to  me — that  when  the  Price 
Control  Act  is  renewed  next,  probably  May,  we  will  have  it  up — April 
or  May — we  will  extend  this  to  business  rents. 

Mr.  Nelson.  Yes. 

Senator  Taft.  So  tliat  I  think,  I  say,  regardless  of  what  is  done  here, 
it  would  be  unfortunate  if,  because  we  fail  to  pass  this  law,  the  real- 
estate  interests  don't  take  a  very  active  interest  in  seeing  that  some- 
thing is  done  to  correct  the  situation  where  it  does  arise.  I  just  want 
to  make  that  suggestion  to  you  and  your  associates. 

3Ir.  Nels :)N.  I  assure  you  we  will  try.  Senator. 

Senator  Taft.  We  have  to  renew  the  act,  you  know. 

Mr.  Nelson.  That  is  right. 

Senator  Taft.  We  have  to  renew  the  act  next — as  from  the  1st  of 
July.  It  will  probably  be  renewed  for  at  least  a  year ;  and  certainly, 
if  the  war  is  still  on,  the  question  of  business  rents  will  be  a  very  vital 


question  then,  and  my  opinion — ^just  prediction — is  that  it  will  go 
through. 

The  Chairman.  Yes. 

Senator  Butler.  I  would  venture  the  question  that  some  arrange- 
ment might  be  made  in  the  law  at  the  same  time  that  would  not  give 
the  landlord  the  benefit  of  having  advanced  in  the  meantime. 

Senator  Taft.  Yes ;  I  have  some  ideas  along  that  line,  too. 

Senator  Butler.  So  that  it  will  really,  I  think,  revert  to  the  dis- 
advantage of  the  landlord  who  abused  the  situation,  rather  tlian  to  his 
advantage. 

The  Chairman.  It  has  been  held  that  there  is  legal  constitutional 
authority  to  do  that,  to  reduce  rents. 

Mr.  Nelson.  Yes. 

The  Chairman.  What  percentage  of  the  increase  has  been  on  those 
commercial  properties  which  have  advanced  in  rents  ?  Do  you  remem- 
ber what  tlie  advance  was,  about,  the  percentage,  would  you  say? 

Mr.  Nelson.  Not  over  10  percent,  as  a  general  figure. 

The  Chairman.  Well,  you  have  heard  a  gi-eat  deal  of  testimony. 

Mr.  Nelson.  That  doesn't  include,  of  course,  these  very  sharp  ad- 
vances that  we  heard  about  yesterday;  but  where  there  have  been 
increases  they  have  been  modest. 

Tlie  Chairman.  Well,  not  the  cases  that  have  been  before  our  com- 
mittee. '  • 

Mr.  Nelson.  No  ;  you  have  had  very  extreme  cases  before  3'our  com- 
mittee. 

The  Chairman.  Yes;  I  suppose  so.    That  was  yesterday  and  today. 

Mr.  Nelson.  Yes. 

The  Chairman.  They  have  been  what  ?  Three  or  two  hundred  per- 
cent '^ 

Mr.  Nelson.  That  is  right. 

The  Chairman.  Yes. 

Mr.  Nelson.  This  is  a  table  showing  the  ratio  of  rent  to  gross  busi- 
ness in  the  case  of  percentage  leases.  I  don't  know  that  the  connnittee 
is  interested  in  having  that  in  the  record. 

Senator  Taft.  Yes ;  I  think  we  ought  to  have  it. 

The  Chairman.  Yes;  Ave  ought  to  have  it. 

Mr.  Nelson.  If  you  like. 

Senator  Taft.  I  will  be  glad  to  have  one  if  you  have  an  extra  one. 

Mr.  Nelson.  Yes ;  I  liave  a  number  prepared  here. 

(The  table  is  as  follows :) 


Type  of  store 


Art  shops 

Auto  accessories. -- 

Auto  agencies 

Bakeries - . . 

Barbershops 

Beauty  shops  (raerchandivSe) 
Beauty  shoi)s  (service)    -    .- 

Beer  parlors. 

Books  and  stationery .--  . 

Books,  second-hand 

Candy    

Candy  (with  Umcheon)  

Cigars  and  tobacco 


Percent  for  rent 


Bangs 


10 
10 


6-8 
12 


to  20 


8-10 


8-10 


5-6 


Beggs 


8-10 
G-8 


5-6 
10 
10 
10-13 

8 
10 
12 
10-12 


6-7 


Campbell 


10-12 
8-10 
5-6 


Roe 


8-10 

10-12 

6-7 

6-8 

2-2>^ 

VA-2V2 

6-8 

6-7 

15 

10-15 

10 
12M-15 

15 

8-10 
8-10 

10^12 

12-15 

7-10 
10-12,4 

5-6 


Slosson 


10 

7-10 

3-4 

6-9 

10-15 

1(^-15 

K'^20 


10-12 

12-15 

8-10 


10 


ll 
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Type  of  store 


Percent  for  rent 


Bangs 


Cleapirpand  dyeing 

Cocktail  lounge..- 

Credit  clothing 

Department  stores 

Drugstores  (chain) 

Drug  tores  (individual). 

Elf  ctrical  goods 

Florists 

Fruit  stores 

Fruits  and  vege tables. ..- 

Furs 

Furniture 

Furniture  (credit) 

Oarage  (storage) 


Gas  stations. 

Grocery  stores  (ordinary) 

Grocery  stores  (chain) 

Hardware..-  

Hosiery  and  knit  goods 

Jewelry       

Jewelry  (cheap  costume) 

Jewelry  (exclusive).- 

Linens 

Liqucr  sfres 

Meat  markets - 

Meat  mar'ets  (chain) 

Men's  clothing 

Men's  furnishings 

Men's  hats 

Men's  shoes 

Men's  shoes  (volume) 

Men's  tillers 

Mi'linery     .- 

Motion  nictrres 

Optical  St  'res  --- 

Paint,  wall  paper  supplies 

Parking  lots 

Pianos  and  musical  instruments 

Radios.-- 

Radios  and  electrical 

Restarrants  

Cafeterias 

Luncheonettes 

Tea  rooms 

Specialty  stores  (nonad vertising) 

Sp-^rt  in  g  goods , 

Theaters  (combiantion  vaudeville  and  motion  pic- 
tures)  

Trunks  and  leather  goods 

Women's  cloaks  and  suits 

Women's  cotton  wear 

Women's  furnishings 

Women's  shoes 

Women's  shoes  (volume) 

5- 10^  or  2f^  $2  stores 


a-10 

8-10 

6-7 

3-4 

4 

7 


12 
10-15 


10-12 
6 
5-6 


(') 

6 

2-3 

6^ 
10 

8-10 
10-15 

4-5 
12-15 

6-6 

6-6 


Beggs 


8 
8 

4-6 
2'.^-4 
4-7 
8 

5-6 
8-10 


6-7 

10 
6-8 
6-8 
6-6 
7-8 

10-12 


10-15 


6-8 

5-7 

8 

8-10 

5-7 
10 
10 

7-8 

7 


10 

7-8 


8-10 
8-10 
6-7 
5-7 


8-10 

5-6 

5-7 

>45 

»10 
*5 
3-5 
2-3 
6-7 
7-10 
8-10 
10 

8-10 
8-10 


Campbell 


5-6 
3-4 
6-8 
8-10 


Roe 


10-15 


8-10 

6-8 

4-6 


4-5 


6-6 
7-9 
7-9 
6-8 
6-6 
fr-7 
12H-15 
8-10 
8-10 


60 
6 
6 

6-8 
6-10 
7-8 
6-8 
5 

8-10 
6 


10 
6-8 
7 

6-8 
8-10 
6-8 
4-6 


0) 
3-5 
2-3 
fr-9 

10 

10-12 

12 

12-15 


7-8 
5-7 
4-6 
6-8 
10 

8-10 
7-8 
6-8 


10 
8-10 

5-8 
3-4 
5-7 
6-9 
5-7 
10-15 


10-12 
8-10 
5-7 
6-8 

40-50 

(») 
3-5 
2K-4 
&-7 
8-10 
8-10 


10-15 


10-15 
15-20 
10-12 


8-10 
8-9 
7-8 
8-10 
10 

8-10 
7-9 

12-15 
10 
7-8 


8-10 
7-8 
6-8 
5-7 


5-7 

4-6 

6-8 

8-10 

8-10 

7-9 

6-8 


10-15 
15-20 
10-12 


50 
6-8 
6-8 


8-10 
5-7 


6-8 

12^^ 
8-10 
6-8 
8 

8-10 
7-10 
6-8 
5-7 


Slosson 


8-10 

7-10 

3-5 

&-9 

8-10 

5-7 

10-12 

12-15 

12-15 

8-10 

8 

8-10 

40-50 

(») 
6-8 

ft-8 
8-10 

10-12 

12 

10-15 

10-15 
7-9 
4-6 
4-6 
6-8 
8-11 
8-12 
7-10 
6-8 
7-9 

12-15 
12i«  25 

10-12 

10 

40-50 
7-9 
6-9 


8-10 
7-8 
8-10 
10 


8-10 


8-10 

7-9 

8-10 

8-10 

8-10 

6-8 

5-8 


'  Storage. 

«  Sales. 

3 1-lH  cents  per  gallon. 

*  Or  1  cent  per  gallon. 

»  1  cent  per  gallon;  1  cent  per  quart  of  oil. 

What  i>errei  tage  of  gross  sales  can  stores  pay  for  rent  under  the  percentage  type  of  lease?  In  the  composite 
table  above  5  store  leasing  experts  in  difTerentseotionsof  thecountrv  give  the  answer.  They  arc  H  Clifford 
Bangs.  Wnshington.  D.  C;  George  J.  Beggs,  of  Norris,  Beggs  &  Simpson,  Portland,  Oreg.;  Harrv  S.  Camp- 
bell, of  Vought,  Campbell,  Ward  &  Co.,  New  York  City;  Stanley  Roe,  of  the  Mark  Levy  Realty  Co  , 
Chicigo:  and  Frank  S.  Slosson.  of  Hooker,  Slosson  &  Randell,  Chicago.  All  of  these  figures  have  been 
c^ec'^ed  recently  with  the  authors,  and  are  reliable  as  general  guides  in  store  leasing.  All  of  the  authors 
a^ree  that  in  indiviual  deals  there  are  many  factors  which  will  influence  the  final  percentage,  these  figures 
being  only  guides. 

(Mr.  Nelson  withdrew  from  the  committee  table.) 

The  Chairman.  Next,  Mr.  Whiston. 

Senator  Hawkes.  Mr.  Chairman,  I  wanted  to  ask  the  privilege  of 
introducing  into  the  record  a  statement  made  by  Mr.  E.  L.  Upton,  the 
executive  secretary  of  the  Association  of  Building  Owners  and  Man- 


agers of  Oklahoma  City,  which  has  been  presented  by  Senator  Moore's 
secretary  while  he  is  out  of  the  city. 

The  Chairman.  Yes. 

Senator  Hawkes.  It  deals  with  the  same  problem  that  we  have  just 

been  listening  to. 

The  Chairman.  Yes,  certainly. 

(The  statement  of  the  Association  of  Building  Owners  and  Man- 
agers of  Oklahoma  City  referred  to  is  as  follows:) 

November  30,  1944. 

To  the  Honnrahle  Members  of  the  Banking  and  Currency  Committee  of  the  United 
States  Senate. 

Gentlemen:  We  are  pleased  to  bring  you  information  on  the  operation  cf 
office  buildings  in  Oklalioma  City  for  your  consideration  in  connection  with  Senate 
bill  2176.  This  is  presented  in  behalf  of  the  Oklhoma  City  Association  of  Build- 
ing Owners  and  Managers  in  opposition  to  this  measure. 

Attached  hereto  are  actual  operating  figures  and  a  chart  showing  percentage 
variations  in  gross  income,  price  per  squiare  foot,  operating  ratio  expense  to 
income,  square  foot  occupancy,  and  percentage  of  occupancy,  covering  the  years 
1931  to  jSovember  1,  1944,  with  the  10-month  1944  experience  projected  on  an 
annual  basis  for  the  purpose  of  comparison  with  operating  experience  for  former 
years.  This  studv  covers  16  buildings  named  therein  with  a  total  office  rentable 
area  of  1,237,554  square  feet,  which  is  84  percent  of  the  total  office  rentable  area 
in  the  26  office  buildings  in  Oklahoma  City. 

Assuming  that  your  immediate  interest  is  in  the  trend  of  rental  schedudes  and 
average  occupancy  in  the  various  localities,  I  call  your  attention  to  the  fact 
that  the  average  rate  per  square  foot  for  the  1,022,368  average  square  feet 
occupied  in  these  buildings  during  1944  is  $1,595.  This  compares  with  $l.o6  per 
square  foot  on  950,195  square  foot  average  occupancy  for  the  year  1913  or  $1.64 
per  square  foot  average  for  the  898,437  square  foot  average  occupancy  in  these 
buildings  for  the  year  1939,  the  last  pre-war  year. 

From  these  figures  we  must  conclude  that,  rather  than  showing  an  inflation- 
ary tendency  as  a  result  of  war  activities,  these  buildings  have  suffered  as  a 
result  thereof.  We  believe  statistics  on  office  building  operation  in  most  other 
localities  will  conform  generally  to  this  pattern.  Although  this  chart  will  show 
that  occupancv  has  increased  approximately  9  percent  since  1939,  it  also  reveals 
that  the  operating  ratio  expense  to  income  has  risen  12  percent  from  the  year 
1989  through  1943.  The  figures  on  this  operation  are  not  available  for  the  year 
1944,  but  the  trend  is  definitely  upward  and  we  believe  it  will  finally  be  shown 
to  have  risen  a  total  of  20  percent  through  the  year  1944.  Pay  rolls  alone  have 
increased  from  33  to  38  percent  of  gross  income  in  2  years.  The  average  occu- 
pancy in  these  buildings  for  1944  is  82.64  percent.  ».     *  „      • 

The  members  of  our  association  are  opposed  to  this  bill  for  the  following 

reasons  * 

1.  There  is  no  indication  of  a  general  need  for  the  application  of  the  Price  Con- 
trol Act  to  office  rents.  The  information  we  have  received  indicates  that  prac- 
tically the  only  demand  for  broadening  the  base  of  the  Price  Control  Act  to 
include  "business  accommodations"  comes  from  leases  of  loft  building  space,  the 
operation  of  which  is  of  an  entirely  different  character  than  the  operation  of 
office  buildings.  If  it  is  found  that  the  need  exists  for  controls  in  that  field,  the 
application  of  the  law  should  be  confined  thereto. 

2.  The  administration  of  rent  control  for  office  space  would  involve  almost  in- 
surmountable difficulties  due  to  the  fact  that  much  of  this  space  is  already  under 
lease  for  different  periods  of  time  and  no  set  rule  can  apply  to  the  value  of  space 
in  the  different  areas  of  a  building. 

3.  The  bill  under  consideration  leaves  it  entirely  to  the  discretion  of  the  Rent 
Administrator  to  determine  how  rates  shall  be  arrived  at  and  the  date  that  should 
apply  in  the  different  defense  areas.  We  believe  any  legislation  dealing  with 
this  problem  should  place  some  definite  limitations  on  the  application  of  the  law 
and  that  it  should  certainly  not  be  applied  in  any  area  that  has  as  much  as 
5  percent  vacancy,  since  the  law  of  supply  and  demand  will  keep  down  inflationary 
and  abnormal  increases  in  prices  where  such  vacancies  exist. 
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#  K  rt^^^  '^^**^"  ^^  ^^^^  ^*^^  gpnernlly  wonUl  jjreatly  increase  the  work  load 
of  the  Offace  of  Price  Administration,  nwessitating  a  large  increase  In  the  staff 
r.ncl  m  the  expenditure  of  funds  while  both  such  manpower  and  funds  are  needed 
m  the  war  effort. 

We  urge  your  disapproval  of  this  measure. 
ResiMMi'tfullly  submitted. 

E.  L.  Upton, 

Executivf  Secretary, 

^'''"'^^'"^  ^''^  .l««oc<a/io«  of  Burning  Owners  and  Managers, 

iiLU/i 

Oklahoma  City  Association  of  building  oncers  and  managers — Overall  survey 

as  of  16  buildings  as  listed 


Year 

Total  in- 
come from 
oflRees 

Average 
occu- 
pancy 

Average 

occupied 

spac  e 

1 

Average 

annual 

rate  per 

square 

foot 

Year 

Total  in- 
come from 
offices 

Average 
occu- 
pancy 

Av^raee 

occui)icd 

space 

Average 

annual 

rate  per 

square 

foot 

1931 

1932 

1933 

1934 

1935... _ 

1936 

1937 

$1.3.%.  55V. 
1.  3«i7,  22« 
1.216.  144 
1.2H1,  >t23 
1,  372.  2(  2 
1.  474.  729 
1,611.011 

Percent 
90.6 
69.0 
67.0 
66.0 
69.0 
72.0 
75.0 

Square  fee* 
6f>3.  791 
864,  569 
828.255 
808.  162 
844.275 
889. 008 
928. 914 

$2.04 
1.58 
1.47 
1.56  ■ 
1.63 
1.66 
1.73 

1938 

1939 

1940 

1&41 

1942  .... 

1943 

1944 

$1,528,362 
1, 476  523 
1.  455.  754 
1,451,012 
1,  437.  684 
I,481,6f4 
1, 630, 182 

Percent 
74.0 
73.0 
73.0 
74.0 
74.0 
76.78 
82.62 

Square  feet 
920,  766 
898.  437 
9(K),  626 
909.  364 
920,  722 
950,  195 
1.022,31.8 

$1.66 
1.64 
1.61 
1.60 
1.67 
l.,56 

1.595 

10-moi  th  ewrience  in  1944  nrr  jocted  on  annual  basis: 

1931,  total  square  feet,  14  buildings 

1932-44,  Inclusive,  total  square  feet,  16  buildings 


734, 173 
1.  237,  554 


BUILDINGS  PARTICIPATING 


APCO  Tower 
Colcord  Building 
Cotton  Exchange  Building 
Hales  Buildii^ 
Key  Building 
Mercantile  Building 
Osier  Building 
Petroleum  Building 


Braniff  Buildin? 
Commerce  E.xchange  Building 
First  National  Building 
High  tower  Building 
Afedical  Arts  Building 
Midwest  Building 
Perrine  Building 
Tenninal  Building 
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OKLAHOMA  CIK  ASSQckpOM  OF  BUILDIMfl  QWlfmfl' AMP  JiiAMAaigRa 


Total  Square  Feet  -  14  Buildings  - 


4 


34,173 


•fhU   i«  to  Illustrate  the  true  chQinges  In  cross  Income, 
AS  ladioAted  hj  Crwe  #1  on  the  chart,  «hen  confined  to 
the  original  lU  huildlngs  in  operation  In  I93I.  The  two 
large  hulldlngs  were  opened  In  1932, 


n 


The  Chairman.  I  thought  we  had  better  start  with  you  at  2  o'clock. 
Mr.  Whiston.  All  right. 

The  Chairman.  We  shall  recess  until  2  o'clock. 
(Thereupon,  at  12:50  p.  m.,  a  recess  was  taken  until  2  p.  m.  of  the 
same  day.) 

AFTERJ^OON  SESSION 

The  committee  reconvened  at  2  p.  m.,  upon  the  expiration  of  the 
recess. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Frank  M.  Whiston  will  be  the  first  witness  this  afternoon. 


STATEMENT  OF  FRANK  M.  WHISTON,  CHICAGO,  ILL.,  PRESIDENT 
OF  THE  NATIONAL  ASSOCIATION  OF  BUILDING  OWNERS  AND 
MANAGERS 

Mr.  Whiston.  Mr.  Chairman,  and  gentlemen  of  the  committee; 
I  appear  as  president  of  the  National  Association  of  Buildmg  Owners 
and  Managers,  located  at  134  South  La  Salle  Street,  Chicago  3,  111., 
an  organization  that  speaks  with  authority  for  the  larger  commercial 
properties  of  this  country.  As  its  name  implies,  this  is  a  trade  asso- 
ciation representing  the  'ownership  and  management  of  office  build- 
ings, loft  buildings,  and  business  accommodations  of  all  tj^pes.  Fed- 
erated with  our  association  are  local  association  of  building  owners 
and  managers  in  50  of  the  larger  cities,  and  individual  members  in 
many  smaller  cities.  ,    .,  t  -i 

In  the  office-building  field,  we  represent  some  2,500  buildings,  with 
an  aggregate  of  more  than  220,000,000  feet  of  rentable  area.  The  in- 
vestment in  office  buildings  is  estimated  at  more  than  $6,000,000  000; 
the  over-all  investment  is  considerably  more  when  other  typs  of  busi- 
ness property  are  included.  This  will  indicate  that  what  is  con- 
veniently referred  to  as  the  "skyscraper  industry"  is  one  of  the  major 
enterprises  of  the  country.  In  the  payment  of  real-estate  taxes  alone, 
it  makes  a  substantial  contribution  to  the  national  economy. 

This  is  the  second  time  that  our  association  has  apeared  before  your 
committee  in  opposition  to  a  bill  to  control  commercial  rents. 

Our  position  2  years  ago,  when  a  similar  proposal  came  before  you 
for  consideration,  was  that  economic  conditions  were  doing  a  better 
job  of  rent  stabilization  than  any  administrative  agency,  however 
competent,  could  be  expected  to  perform. 

Since  that  time  there  has  been  some  improvement  from  the  stand- 
point of  occupancy,  but  little  improvement  in  net  return.  There  are 
still  12,993,030  square  feet  of  office-building  vacancy  and  rental  rates 
are  still  on  a  subnormal  basis.  Our  tenants  are  making  money,  but 
the  impoverished  condition  of  the  industry,  which  we  then  pictured  to 
you,  has  been  onlv  slightly  relieved. 

The  record  of  these  2  years— and  we  are  prepared  to  submit  com- 
prehensive and  detailed  information — clearly  reveals  that  there  was 
then,  and  that  there  is  now,  no  justification  for  national  rent  control. 
That,  in  substance,  was  the  conclusion  of  another  committee  of  the 
United  States  Senate,  which  quite  recently  conducted  an  inquiry  that 
extended  to  all  parts  of  the  country. 

No  unprejudiced  examination  of  conditions  in  all  localities  could 
lead  to  any  other  conclusion. 

We  stated,  on  that  earlier  occasion,  and  I  repeat  with  equal  con- 
viction, that  we  are  in  entire  sympathy  with  the  national  stabilization 
program.  Our  industry,  and  every  other  industry  is  vitally  concerned 
m  preserving  the  soundness  of  our  national  economy. 

But  the  regulation  of  commercial  rents  involves  factors  that  are 
quite  different  from  the  operation  of  other  controls.  Furthermore, 
the  national  picture  presents  no  evidence  of  rent  inflation  or  threat 
of  future  inflation.  It  is  because  of  these  facts,  all  subject  to  demon- 
stration, that  we  appear  in  opposition  to  the  legislation  before  you. 
The  information  we  are  presenting  is  authentic  and  up  to  date.  It 
reveals  no  justification  or  excuse  for  the  imposition  of  new  emergency 
controls  at  this  late  dat«.    The  facts  will  speak  for  themselves. 
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It  should  be  said  at  the  outset,  before  we  get  down  to  dollars  and 
cents,  that  there  are  many  things  to  consider  in  discussing  office- 
building  rents  that  may  not  be  applicable  to  other  types  of  business 
property.  The  operation  of  an  office  building  is  a  business  in  itself, 
not  nearly  as  simple  as,  let  us  say,  the  leasing  of  residential  units. 

A  primary  consideration — and  this  is  an  important  distinction — is 
that  office  rents  have  only  a  remote  relationsliip  to  tlie  cost  of  living 
with  which  the  Office  of  Price  Administration  is  primarily  concerned. 
Your  own  familiarity  with  office-building  occupancy  will  serve  to 
illustrate  the  point ;  and  this  was  undoubtedly  one  of  the  reasons  why 
the  regulation  of  rentals  of  this  type  was  not  included  in  price-contr()l 
legislation  when  first  enacted. 

Again  the  problems  involved  in  this  type  of  operaticm  are  much 
more  complicated.  The  rent  provided  in  office-building  leases  de- 
pends upon  many  factors  other  than  the  intrinsic  value  of  the  space. 
There  are  such  matters  as  the  term  of  lease,  whether  long  or  short; 
and  the  inclusion  of  cancelation  clauses,  options  to  renew,  amortiza- 
tion of  installation  costs,  options  for  more  or  less  space,  tax-participa- 
tion clauses,  condenmation  clauses,  or  the  right  to  sublet. 

Then  there  are  graduated  leases  and,  on  the  lower  floors,  })ercentage 
leases:  these,  in  turn,  are  subject  to  a  great  variety  of  conditions  in- 
volving a  partnership  interest  in  the  tenant's  business  operations. 
Nor  should  I  neglect  to  mention  the  long-term  ground  lease,  not  in- 
frequently involved,  which  may  require  a  Philadelphia  lawyer  to 
interpret. 

These  complexities  are  to  be  reckoned  with  when  you  consider  the 
advisability  of  applying  administrative  controls  to  commercial  rents. 
There  is  another  consideration  that  we  ask  you  to  weigh  carefully, 
and  th.at  is  the  impoverished  condition  of  the  office-building  industry. 
Almost  alone,  among  the  major  enterprises  of  the  country,  office  build- 
ings have  only  in  part  recovered  from  the  acute  distress  of  the  early 
thirties.  For  14  years  these  properties  have  subsidized  American 
business  by  housing  its  operations  at  rentals  that  spelled  receivership 
and  ruin.  The  downtown  maps  of  our  larger  cities  are  still  honey- 
combed with  evidence  of  the  distress  that  overtook  so  many  of  these 
so-called  monuments  of  civic  progress. 

Rental  rates  in  these  properties,  and  we  are  giving  you  the  evidence, 
are  still  subnormal.  What  increases  there  have  been  are  largely  off- 
set by  mounting  costs.  The  over-all  improvement,  and  I  am  happy 
to  say  there  has  been  some  improvement,  has  come  through  higher 
occupancy.  And  even  there  we  are  faced  with  the  serious  problem 
of  temporary  Government  usage  for  war  purposes — with  30-day  can- 
celation clause  attached. 

The  Government  at  the  present  time  occupies  close  to  37,000,000 
square  feet.    It  is  not  necessary  for  me  to  repeat  that,  while  this  is 
in  the  United  States,  that  will  represent  a  very  large  percent  of  foot- 
age which  will  be  free  with  the  termination   of  the  war.     That 
will  be  space  which  will  be  available,  and  all  of  that  is  subject  to  a 
cancelation  clause  of,  I  believe,  30  days.     Upon  that  cancelation  there 
would  be  close  to  16  percent  vacancy  for  the  country. 
The  Chairman.  This  is  office  space  ? 
Mr.  Whiston.  This  is  office  space.     That  is  right. 
Our  association  met  with  the  representatives  of  the  Army,  Navy, 
and  P.  B.  A.  last  week,  to  see  what  we  might  do  to  lessen  the  impact 


which  we  feel  may  come  when  the  question  of  the  release  of  tliis  space 
by  the  Government  takes  place.  The  question  of  the  release  of  that 
space  is  going  to  be  an  acute  one,  probably,  very  shortly. 

The  question  before  vou  is  whether  commercial  rents  are  gettnig 
out  of  hand.  This  is  not  a  matter  of  opinion,  but  a  question  of  fact. 
Because  these  facts  are  of  vital  concern  to  our  industiy,  we  have  made 
it  our  business  to  obtain  them— not  for  this  particular  occasion,  but 
as  a  standard  procedure  that  extends  over  many  years. 

Since  1920,  tliat  is  to  say,  for  24  years,  the  Natioiuil  Association  of 
Building  Owners  and  Managers  has  compiled  authentic  information 
on  all  our  industry  operations.  This  is  published  annually  in  a  hand- 
book that  is  called  the  Office  Building  Experience  Exchange  Report, 
the  latest  issue  of  which  covers  operations  for  the  caleii'lar  year  1943. 

A  copy  of  this  report  I  am  leaving  with  you  as  exhibit  A,  and  the 
first  table  i)resents  a  comparison  of  expense  and  income  averages  for 
preceding  yetn-s  from  which  annual  trends  can  be  readily  ascertained. 

While  the  individual  returns  from  which  this  analysis  is  jn-epared 
are  not  supplied  by  all  the  office  buildings  in  the  United  States,  or 
even  by  all  the  offic'e  buildings  in  our  membership,  the  1943  experience 
exchange  was  participated  in  by  451  representative  office  buildings  m 
77  cities,  and  summarizes  operations  which  represent  61.240  357  square 
feet  of  rental)le  area,  a  large  enough  cross-section  to  prcduco  depend- 
iblf  results 

I  may  say  that  this  publication  is  recognized  by  our  industry,  by 
Government  agencies  and  others,  as  not  merely  the  best,  but  the  only 
source  of  authentic  information  that  is  available  on  an  industry  basis. 
It  has  been  subjected  to  the  acid  test  of  continuous  reference  and  i)rac- 
tical  use.  I  have  no  reservations  in  submitting  it  to  you  as  a  true 
picture  of  conditions  throughout  the  country. 

However,  this  exhibit  presents  the  evidence  as  of  1043.  I  am  well 
aware  that  you  are  more  concerned  with  conditions  as  of  1944.  Antici- 
pating that  requirement,  we  liave  made  a  supplemental  study  cover- 
ing the  first  6  months  of  the  present  calendar  year,  thus  continuing  the 
record  down  to  July  1,  1944.  This  supplemental  report,  which  we 
have  had  to  prepare  in  less  elaborate  style,  I  am  leaving  with  you  as 
exhibit  B,  of  which  we  have  made  photostatic  copies.  Exhibit  B,  in 
conjunction  with  exhibit  A,  gives  you  a  complete  and  current  compari- 
son on  which  w^e  base  our  case. 

Now  let  us  see  what  the  record  shows.  And  I  hasten  to  add  that  1 
can  simplify  the  presentation  by  using  a  couple  of  charts  that  will 
give  the  essential  items  at  a  glance. 

You  are  interer>;ted  primarily  in  rents  and  rental  income.  We  are 
equally  interested  in  expense  and  costs;  for  it  is  the  margin  in  between 
that  determines  the  net,  about  which  we  are  concerned  most  of  all. 

This  diagram,  exhibit  C,  gives  you  a  20-year  picture.  The  upper 
curve  is  income,  the  lower  curve,  expense.  The  figures  for  expense, 
I  should  explain,  are  before  capital  charges.  So  the  shaded  portion  in 
between  is  what  is  left  to  pay  ground  rent,  interest,  corporate  and  in- 
come taxes,  and  profit,  if  any. 

J]\e  upper  graph  is  the  income;  the  lower  grapli  is  the  expense. 

The  figures  for  expense,  I  should  explain,  are  before  f^apital  charcres. 
.  Down  here — the  shaded  portion  down  here— or  rather  in  between, 
is  what  is  left  after  taking  into  consideration  the  matter  of  rent,  in- 
terest, corporate  and  income  taxes,  and  profit,  if  any.    You  will  notice 
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that  anything  along  that  line  has  been  the  result  of  increased  occu- 
pancy, and  that  is  about  all.  You  will  see  that  the  expenses  have  risen 
as  indicated  here  in  the  expense  column. 

As  a  matter  of  fact,  the  exhibit,  exhibit  A,  shows  91.6  net  left  before 
capital  charges. 

Senator  Taft.  Do  these  figures,  taking  them  as  a  whole,  relate  to 

office  buildings  only,  or  just  to  certain  of  these  figures,  and,  if  so, 
what?  fe        »         >  J 

Mr.  AVhiston.  These  cover  stores. 

Senator  Taft.  These  figures,  then,  on  exhibit  B  and  on  this  chart 
C  relate  to  office  buildings  only? 

Mr.  Whiston.  That  is  correct. 

Senator  Taft.  They  do  not  cover  lofts? 

Mr.  Whtston.  They  cover  stores,  including  those  included  in  the 
office  buildings  themselves.  You  will  notice  that  in  1943  we  have  4.02 
return,  and  only  4.09  as  shown  down  here. 

As  you  will  see,  income  suffered  a  precipitous  decline  from  which 
it  has  barely  begun  to  recover.  At  the  start,  1924,  it  was  $2.27  a  square 
foot ;  at  the  finish,  1943,  it  was  $1.66  a  square  foot.  At  the  low  point, 
1934,  it  was  $1.45  a  square  foot. 

Tlie  Chairman.  At  this  point  I  would  like  to  ask  a  question,  be- 
cause I  do  not  understand  this.  You  have  columns  "City"  and  "Build- 
ings reporting,''  and  "Stores"  and  "Offices."  Then  you  have  "Office 
rental."    What  does  "Stores"  represent? 

Mr.  Whiston.  Stores  in  these  properties. 

Senator  Taft.  Store  rentals  in  office  buildings  ? 

Mr.  Whiston.  That  is  right. 

The  Chairman.  These  show  office  buildings?  This  is  all  office  build- 
ings? 

Mr.  Whiston.  Yes.  To  repeat,  at  the  low  point,  1934,  income  was 
$1.45  a  square  foot.  That  gives  you  the  three  dimensions.  Except 
for  the  last  2  years,  as  recorded,  expense,  on  the  rebound,  was  climb- 
ing faster  than  income;  and  the  better  ratio,  evident  since  1941,  shows 
the  influence  of  higher  occupancy,  more  than  higher  rate. 

The  net  for  1943  was  40  cents  a'square  foot.  That  compares  with  an 
average  investment  tliat  ranges  from  fifteen  to  twenty  dollars  a  square 
foot,  the  cost  of  producing  the  office  building. 

If  you  are  handy  with  the  slide  rule  you  will  see  that  the  return  is 
between  2  and  approximately  21/2  percent,  assuming  that  the  property 
is  owned  in  fee  and  is  clear  of  mortgage  indebtedness.  If  there  is 
ground  rent  or  interest  to  pay,  you  can  see  where  the  owner  comes 
out. 

If  this  were  an  isolated  case,  it  would  elicit  sympathy.  As  a  picture 
of  an  industry  that  ranks  fifth  or  sixth  in  invested  capital,  it  is  almost 
unbelievable.  Yet,  those  who  have  lived  with  such  adverse  conditions 
all  these  years  have  come  to  accept  them  as  a  matter  of  course.  At 
least,  they  will  occasion  no  surprise. 

This  second  chart,  exhibit  D,  shows  another  aspect  of  net  return. 
This  shows  the  relation  of  cost  to  income,  or,  as  it  is  called,  the  operat- 
ing ratio.  The  normal  operating  ratio  is  60  percent  which  was  the 
approximate  range  from  1924  to  1930.  The  operating  ratio  in  1943 
was  76.9  percent,  and  that  is  exactly  the  operating  ratio  for  the  first 
6  months  of  1944,  which  I  am  taking  from  our  supplemental  report, 
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the  rental  improvement  this  current  year  being  offset  by  accelerating 

^^Now  let  us  look  at  this  supplemental  report  and,  because  our  time  is 
limited,  pay  attention  to  just  one  figure— rental  rat^.  You  hnd  this  m 
the  column  headed  "Rental  income-office  reiit^d  "  And  I  should 
explain  one  further  detail  with  reference  to  exhibit  B  The  first  line 
under  each  city  break-down  is  from  the  1943  office-building  experience 
exchange  report,  exhibit  A.  The  second  line  is,  in  part,  a  repetition, 
being  also  for  1943,  but  confined  to  the  same  buildings  which  report  lor 
1944  To  insure  unquestioned  accuracy,  we  base  the  1943-44  compari- 
son on  identical  buildings,  as  indicated  in  the  footnote  ^^  Uie  close. 

What  has  happened  to  rental  rates  in  1944,  as  compared  with  194d? 
Are  they  showing  signs  of  getting  out  of  hand  ?  Must  we  invoke  the 
war  powers  of  the  Federal  Government  to  keep  them  in  line  i     l^et  us 

see. 

Akron— a  war  industry  center,  where  you  might  expect  the  worst : 
In  1943,  $1.68  per  square  foot ;  in  1944,  $1.75  per  square  foot.  Atlanta, 
where  occupancy  is  in  the  higher  brackets :  In  1943,  $2.03  per  square 
foot:  in  1944,  $2.03  per  square  foot.  Baltimore,  another  center  of 
great  activity :  In  1943,  $1.71  per  square  foot ;  in  1944,  $1.76  per  square 
foot.  Chicago,  where  there  are  still  2  million  feet  of  space  unoccu- 
pied :  In  1943,  $1 93  per  square  foot ;  in  1944,  $1.95  per  square  foot ;  and 
so  on  down  tlie  line.  You  will  have  the  complete  table  to  examine  at 
your  convenience.  And  here,  at  the  end,  is  the  all-city  average.  In 
1943,  $1.77  per  square  foot;  in  1944,  $1.80  per  square  foot. 

Instead  of  a  25  percent,  or  50  percent,  or  100  percent  increase, 
which  one  might  infer  from  some  of  the^testimony,  the  gain  is  actually 
11/2  percent ;  and  that  11/2  percent,  as  I  have  already  noted,  is  entirely 
absorbed  by  mounting  costs.  . 

I  might  add  that  the  increase  in  total  rental  income  reflecting 
higher  occupancy  was  6.47  percent;  and  the  increase  in  operating 
expenses,  6.55  percent.    There  you  have  the  complete  picture. 

This  study  also  covers  stores,  those  located  in  our  office  buildings. 
While  we  make  no  general  store  rental  survey,  and  do  not  offer  this 
as  such,  the  competitive  establishments  on  our  ground  floors  supply 
a  cross-section  picture  that  should  be  indicative  of  the  general  trend. 

Again,  this  exhibit  presents  a  comparison  by  cities,  which  you  can 
examine  at  a  more  convenient  time.  I  will  quote  only  the  all-city 
figures  which  are  at  the  end  of  the  report.  "1943,  $2.33  per  square 
foot ;  1944,  $2.48  per  square  foot." 

These  figures  are  influenced  by  the  higher  earnings  under  percent- 
age leases— and  the  increase  is  still  no  greater  than  6.31  percent. 

While  about  it,  I  will  add  one  more  exhibit  to  your  collection,  just 
to  give  you  all  we  have.  The  association  has  conducted  semi-annual 
surveys  of  office  building  occupancy  over  a  period  of  20  years.  Ex- 
hibit *E  gives  you  the  current  picture.  It  is  entirely  self-explanatory 
and,  therefore,  calls  for  no  particular  comment. 

We  are  giving  you,  in  these  exhibits,  a  very  considerable  amount  of 
information,  and  the  facts  submitted  speak  for  themselves.  But,  in 
addition,  there  are  in  attendance  in  this  room  the  personal  representa- 
tives of  associations  of  building  owners  and  managers  in  Akron, 
Atlanta,  Buffalo,  Chicago,  Cincinnati,  Cleveland,  Denver,  Detroit, 
Duluth,  Indianapolis,  Minneapolis,  New  Orleans,  New  York,  Okla- 
homa City,  Philadelphia,  Rochester,  St.  Paul,  and  Tulsa.    These  men 
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have  eonie  here  to  give  you  tlie  h^cal  picture  in  their  respective  com- 
munities. Their  testimony  will  supplement  our  national  presentation ; 
and  others  would  have  been  here,  in  particular  from  the  west  coast, 
had  they  been  able  to  obtain  transportation. 

This  is  a  lar«re  country,  and  you  are  dealingr  with  a  large  subject. 
We  v.ant  you  to  consider  its  length  and  breadth.  It  would  be  a  very 
serious  mutter  and,  in  our  judgment,  a  grave  misttike  to  apply  new 
emergency  controls  affecting  48  States  to  remedv  conditions  that  are 
individual  and  local. 

There  are  two  other  angles  to  which  I  invite  your  consideration, 
and  these,  happily,  get  away  from  wearisome  statistics.  One  of 
tliese  angles  is  the  purpose  to  be  accomplishd  by  such  legislation  as 
pr()p(;sed  in  the  bill  now  before  you.  There,  "undoubtedlv,  was  a 
reason  why  conunercial  rents  were  not  subjected  to  the  freezing  order 
in  the  first  place.  You  will  properly  inquire  whether  it  was  a  valid 
reason,  and  whether  it  is  ecpially  pertinent  today. 

The  underlying  motive  of  the  Price  Control  Act  was,  and  is,  to 
retard  inflation  by  preventing  a  rapid  increase  in  the  cost  of  living. 
Obvionsly,  i-esidential  rents  were  frozen  because  they  directly  afl'ect 
the  cost  of  living.  Obviously,  too,  conunercial  rents  were  not  included 
because  they  do  not  directly  affect  the  cost  of  living. 

The  cost  of  living  is  governed  by  the  retail  or  unit  price  paid  by 
the  consumer.  Certainly  store  i-ent  is  one  of  many  items  that  go  to 
mak'^  uj)  the  selling  price. 

But,  in  times  such  as  these,  when  the  volume  of  sales  is  greatly  in- 
creased, in  individual  cases  doubled  or  jMissibly  trebled,  the  rent*  fac- 
tor is  proportionately  less,  except  in  the  case  of  percentage  leases, 
where  the  ivnt  factor  is  more  nearly  constant. 

A  very  substantial  proportion  of  all  store  leases  are  on  a  percentage 
basis.  Here  the  dollars  paid  in  rent  increase  in  proportion  to  volume 
of  sales.  But,  most  percentage  leases  carry  a  minimum  guaranty 
and  it  follows  inevitably  that  when  the  volume  of  sales  exceeds  that 
minimum,  below  which  tbe  rate  nuiy  be  nuich  higher,  the  unit  cost 
per  dollar  sold  is  actually  less,  though  it  calls  for  an  "overage"  pay- 
ment, than  with  the  smaller  volume. 

In  the  case  of  office  rents,  the  relation  to  consumer  cost,  as  already 
inentioned,  is  more  remote.  In  the  case  of  a  manufacturing  company, 
it  would  be  hard  to  estimate  what  negligible  part  of  the  retail  price 
to  the  consumer  was  represented  by  rent  paid  for  executive  offices. 
But,  remote  and  small  as  it  is,  the  same  principle  applies;  as  volume 
of  business  increases,  the  rental  factor,  whatever  it  is,  lends  to  de- 
crease. Under  present  conditi(ms,  with  increased  business  activity  in 
all  lines  that  cater  to  the  consuming  public,  the  fraction  of. the  selling 
price  represented  by  office  rent  is  less  today  than  it  was  when  the 
Price  Control  Act  was  enacted  in  1942. 

In  the  case  of  loft  building  rents,  which  have  figured  in  much  of 
the  testimcmy  that  has  been  presented,  it  would  be  pertinent  to  inquire 
to  what  extent  the  t;.mant's  business  has  hicreased,  as  this  would  have 
material  beaiing  on  the  question  at  issue — to  what  extent,  if  at  all, 
the  payment  of  a  higher  rent  contributes  to  the  living  cost  of  the 
consumer.  I  think  it  is  a  fair  assumption,  in  the  absence  of  evidence 
to  the  contrary,  t'^at  the  volume  of  business  has  al.'^o  increased  with 
consequent  benefit  to  the  consumer. 
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But  the  ultimate  test  is  whether  rent  increase  has  been  cited  in  any 
applications  to  O.  P.  A.  for  authority  to  raise  price  ^^^]"p-  ^^ 
that  point,  we  have  the  testimony  of  the  general  counsel  of  the  Ofhce 
of  Price  Administration  who  told  the  Senate  Small  Business  Com- 
mittee, and  I  quote — 

that  so  far  as  our  Pricing  Department  is  concerned,  ^^^^^^^^jf^^^^^  ..^"^ 
appreciable  number  as  yet  of  requests  for  price  increases  based  upon  lent 
increases,  or  threats  of  rent  increase.    There  have  been  very  few  so  far. 

Considerimr  the  purpose  to  be  accomplished  by  the  Price  Control 
Act  there  is  less  justification  for  including  rents  of  business  accom- 
modations at  this  time  than  when  this  legislation  was  enacted. 

The  other  angle  that  is  highly  significant  is  the  sequence  ot  events 

to  date:  .    ^   i  i  * 

First,  this  committee,  just  2  years  ago,  rejected  a  proposal  to 
confer  blanket  authority,  such  as  is  here  contemi)lated,  and  there  is 
less  reason  for  such  action  now— with  the  experience  of  these  2  years 
behind  us— than  there  was  then  when  no  one  could  tell  what  con- 
ditions the  war  might  bring.  .  .     T,C       1         1   \      -I 

Second,  this  committee  held  extensive  hearings,  m  March  and  April 
of  this  year,  the  testimony  filling  1,600  printed  pages,  and  not  one 
witness  even  suggested  the  need  for,  or  desirability  of  including  com- 
mercial rents  in  the  coverage  of  this  act.  ., ,    ,     ,  ,,         r         .^ 

Do  you  suppose  that  would  have  been  possible  had  there  been  the 
widespread  dissatisfaction  that  we  are  now  told  prevails^ 

Third,  the  same  thing  happened  in  the  House.  That  is  to  say,  pro- 
tracted hearings  were  held.  Everyone  had  an  opportunity  to  speak 
his  mind,  yet  no  one  advocated  commercial  rent  control.  The  subject 
was  hardly  mentioned.  " 

Fourth,  even  after  vour  committee,  and  the  House  committee,  iiad 
wisely  refrained  from  broadening  the  scope  of  O.  P.  A.,  there  was 
still  an  opportunity  for  objection  to  be  raised  on  the  floor  of  either 
House.  Had  there  been  any  concern  about  rent  inflation,  had  there 
been  all  these  complaints,  one  would  have  expected  a  volume  of  pro- 
test. There  was,  in  fact,  one  amendment  offered  in  the  House— none 
in  the  Senate— and  that  single  amendment  went  unsupported. 

Fifth,  the  Senate  Small  Business  Committee  had  a  hearing  on  July 
14  and  listened  to  a  variety  of  complaints.  Most  of  these  arose  m 
one  or  two  places;  there  was  no  evidence  of  a  national  emergency. 
The  committee  then  enlisted  the  assistance  of  the  Department  of 
Commerce  and  the  Smaller  War  Plants  Corporation,  in  conducting 
inquiries  around  the  country.  Just  last  month,  the  committee  re- 
ported that  the  problem  was  not  of  national  scope  and  that  Federal 
legislation  was  not  justified  at  that  time. 

Sixth,  at  least  one  complaint  related  to  the  District  of  Columbia, 
and  the  Senate  Small  Business  Committee  referred  this  matter  to  the 
District  Committee  of  the  House.  The  District  Rent  Administrator, 
acting  for  that  committee,  publicly  invited  additional  ccmiplaints 
without  receiving  a  sufhcient  number  to  justify  a  further  hearing. 

Seventh,  the  general  counsel  of  O.  P.  A.,  as  we  have  noted,  testified 
at  the  Small  Business  Committee  hearing  that  few,  if  any,  applica- 
tions for  adjusted  price  ceilings  had  been  based  on  actual  or  threat- 
eneci  increases  in  rent.  Representatives  of  O.  P.  A.  testified  at  both 
the  House  and  Senate  hearings  on  extension  of  the  Price  Control  Act 
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Without  making  any  suggestion  or  recommendation  with  respect  to 
commercial  rents.  It  is  quite  obvious  that  the  Office  of  Price  Admin- 
istration saw  no  occasion  for  such  action  in  July. 

The  entire  record,  down  to  this  minute,  shows  an  utter  lack  of  evi- 
dence that  would  justify  bringing  the  commercial  buildings  of  the 
country  under  the  Price  Control  Act.  From  start  to  finish,  the  impli- 
cation is  clear  and  unmistakable  that  such  action,  at  this  late  date, 
would  be  entirely  unwarranted. 

The  National  Association  of  Building  Owners  and  Managers  appre- 
ciates this  opportunity  to  present  its  case  in  opposition  to  S.  2167. 

We  have  endeavored  to  give  you  all  the  facts  as  they  apply  to  the 
national  picture,  and  believe  the  evidence  is  conclusive,  not  to  say 
overwhelming,  that  no  national  emergency  exists  to  justify  the  enact- 
ment of  this  bill. 

We  ask  that  you  also  consider  the  local  evidence  to  be  submitted 
from  different  parts  of  the  country  by  affiliated  associations  of  build- 
ing owners  and  managers,  who  are  represented  here,  and  by  others 
unable  to  obtain  transportation.  If  we  can  be  of  any  further  assist- 
ance, now  or  later,  we  shall  be  happy  and  ready  to  respond  to  vour 
request  at  any  time. 

The  Chairman.  You  have  not  said  much  about  loft  buildings  in 
any  way,  have  you  ? 

Mr.  Whiston.  In  our  experience,  outside  of  New  York  City,  and 
perhaps  Newark,  N.  J.,  or  one  or  two  towns  in  the  eastern  territory, 
there  are  very  few,  if  any,  loft  buildings  around  the  country  that 
are  termed  such. 

I  live  in  Chicago,  111.  Except  for  the  Merchandise  Mart,  and  a 
few  buildings  occupied  by  the  dress  industry,  as  it  is  called,  we  have 
practically  no  wholesale  district  though  we  call  it  the  wholesale 
district. 

We  have  a  statement  from  that  branch  of  our  industry  in  Chicago, 
which  the  Chicago  organization  will  present  to  you  reffardine  Sie 
loft  situation  there.  ^ 

Senator  Taft.  I  suppose  it  would  be  entirely  possible  in  this  bill 
to  exclude  office  buildings.  As  you  say,  they  affect  inflation  to  an 
absolutely  infinitesimal  extent. 

It  would  be  possible  to  confine  the  operation  of  the  law  to  space 
used  for  manufacturing  or  physical  sales  of  goods,  and  it  might  be 
possible  to  make  such  a  distinction,  I  suppose. 

I  see  no  reason  to  regulate  office  buildings  at  all.  I  do  not  see  any 
case  made  for  it,  or  any  particular  need  shown  for  it,  or  any  particular 
effect  on  inflation  or  national  interest  therein.  However,  I  suppose 
that  could  be  examined  into. 

Mr.  Whiston.  Senator  Taft,  I  have  listened  to  a  great  deal  of  testi- 
mony relative  to  the  landlords  gouging,  in  the  last  few  days.  I  have 
heard  nothing  of  the  testimony  that  indicates  whether  or  not  that  is 
actual  gouging,  and  I  am  not  quite  sure  that  I  understand  the  use  of 
the  word  here. 

There  has  been  testimony  here  to  the  fact  that  there  have  been 
advances  of  oyer  100  percent  in  the  way  of  rent  increases,  and  that 
might  very  well  be,  and  properly  so.  There  has  been  reference  to  that 
here.  I  have  not  heard  any  testimony  to  indicate  that  even  though 
there  was  a  100  or  150  percent  increase  in  the  rent  that  the  owners 
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of  these  properties  were  making  a  disproportionate  amount  of  profit 
from  that  which  his  tenant  is  making. 

Senator  Taft.  Is  there  any  figure  and,  if  so,  can  you  pick  up  any 
figjre  out  of  the  air,  as  a  fair  rate  for  a  per  square  foot  rental  of  loft 

space?  ,111 

Mr.  Whiston.  I  have  this  to  say  on  that,  I  think  a  good  deal  de- 
pends—and permit  me  to  say,  parenthetically,  so  that  I  am  not  trying 
to  evade  ycur  question— but  it  depends  on  the  service  you  get,  the 
location  of  the  building,  the  type  of  building,  the  proximity  to  the 
workers,  the  proximity  to  the  market,  and  a  great  many  factors  of 

that  kind.  .    .      ,    . 

Senator  Taft.  You  have  named  some  figures,  and  it  is  obvious,  of 
course,  that  the  values  will  depend  upon  the  service,  the  location,  the 
type  of  building,  and  so  forth.  However,  is  there  any  comparable 
figure  that  you  know  of  that  could  be  used  as  a  gage  for  determining 
this  thing  ?  . 

Mr.  AViiiSTON.  I  do  not  know,  but  I  think  the  New^  York  organiza- 
tion, which  is  here,  will  have  those  figures  for  you.  They  will  present 
them  to  you. 

senator  Butler.  Such  a  figure  as  that,  I  know  that  figure  will  vary, 
it  will  have  to  vary,  in  fact,  with  the  section  and  the  locality.  If  prob- 
ably impossible  to  put  a  price  per  square  foot  for  loft  buildings  as  a 
uniform  proposition,  or  anything  like  that,  because  there  are  many 
factors  which  should  be  taken  into  consideration.  Among  those  factors 
would  be  the  proximity,  the  type  of  building,  the  type  of  service,  avail- 
ability to  workers,  availability  to  markets,  and  things  of  that  charac- 
ter. Certainly,  one  of  the  very  important  things  would  be  the  service 
rendered  with  that  loft  building.  In  some  cases  you  get  one  kind  of 
service  and  in  another  case  you  get  another  kind  of  service. 

Mr.  Whiston.  If  we  w^ere  to  freeze  rents  as  of  today,  or  as  of  next 
mc^th,  there  might  be  a  good  many  leases  in  many  of  these  places  that 
have  never  had  an  increase.  Some  of  these  tenants  may  have  had  an 
hicrease,  on  the  other  hand,  quite  recently.    I  do  not  believe  it  would 

be  fair*.  ,    .  ,  .  .  . 

Senator  Butler.  That  is  what  I  tried  to  bring  out  this  morning  and 
also  on  yesterday.  I  do  not  know  whether  you  have  presented  any  evi- 
dence on  that  point  that  I  raised  yesterday  as  to  what  the  average  had 
been  over  the  period  from  1920-30,  as  compared  with  1930-40.  I  think 
we  should  have  that  for  the  record. 

Mr.  Whiston.  I  know  that  point  was  raised. 

Senator  Taft.  This  has  reference  to  office  buildings.  Do  you  have 
it  for  office  buildings?  ^      ,    .,  i.         ^ 

Mr.  Whiston.  I  can  give  that  to  you  for  office  buildings,  Senator 

Butler. 

Senator  Butler.  Will  you  do  so? 

Senator  Taft.  I  think  that  would  be  very  helpful. 

Mr  Whiston.  $2.21  per  square  foot,  cffice  building,  for  1920,  1930 
the  same  building  had  a  rental  of  $2.21,  and  for  1940,  $1.66y2,  and 
in  19-'0,  the  first  3  years  thereafter  and  6  months,  it  has  gone  down  to 
$1,556,  and  it  is  still  going  down.  You  can  see  that  it  remained  com- 
paratively stable  for  a  time,  and  then  started  going  down. 

Senator  Butler.  That  just  covers  office  buildings,  does  it? 
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Mr.  Whiston.  Yes.  And  it  would  have  a  very  strong  influence  on 
store  buddings,  because  I  do  not  think  the  store*  situation  is  acute  in 
the  outlynig  districts  of  tlie  cities,  because  I  know  in  Chicago,  for  in- 
stance, that  I  can  show  you  block  after  block  where  there  is  no  store 
located  at  all. 

Senator  Butler.  I  have  a  complaint  from  a  chain  store,  which  says 
that  they  have  stores  located  in  about  25  cities  and  the  rents  have  been 
increased  for  1944,  and  suggested  increases  for  1945  that  range  up  to  40 
percent,  from  5  percent  up  t(»  40  percent.  I  am  not  in  a  position  to  say 
whether  those  are  unieasonable  advances  or  not.  You  do  not  have  any 
of  the  facts  with  regard  to  that  i 

Mr.  Whiston.  Not  at  this  time.    We  will  present  it  before  the  hear- 


ing IS  over. 


The  C^HAiRMAN.  Did  you  hear  the  testimony  of  ^fr.  Reuben  Lurie,  of 
New  Bedford,  Mass.,  this  morning? 

Mr.  Whiston.  Yes,  sir. 

The  Chairman.  AVhat  do  you  think  of  those  increases?  Those  are 
all  on  small  stores. 

Mr.  Whiston.  Senator,  it  is  difficult  to  answer  you,  as  I  said  before, 
unless  we  have  their  statement  and  a  financial  statement  of  their  prop- 
erty which  would  indicate  to  you,  in  cents  per  square  foot,  how  much 
they  were  paying,  and  the  increase  that  is  proposed.  If  I  had  that,  I 
could  answer  your  question.  I  am  unable  to  answer  it  without  that 
information. 

The  Chairman.  Those  are  small  stores  there. 

Mr.  Whiston.  You  know,  throughout  this  country  there  have  been 
more  tax  delinquencies  running  into  hundreds  of  millions  of  dollars 
because  landlords  were  unable  to  pay  their  taxes,  and  they  had  to  allow 
them  to  become  delinquent. 

I  do  not  know  if  they  have  gone  up  to  the  point  where  they  can 
start  paying  them  or  not.  l^ 

We  have  a  chart  that  will  show  you  that  during  the  past  20  years 
there  has  been  a  steady  increase  in  the  way  of  expenditures  in  connec- 
tion with  the  o[jeration  of  buildings.  I  think  if  you  can  give  me  the 
entire  pictui-e,  I  can  give  you  a  more  sensible  reply  "to  it  than  I  can  now. 
It  is  difficult  to  do  so  the  way  it  is  now  set  up. 

The  Chairman.  Do  you  mean,  Mr.  Whiston,  the  material  that  you 
have  presented  ? 

Mr.  Whiston.  Yes,  Senator  Wagner. 

The  Chairman.  There  is  nothinir  there  to  dissuade  me.  There  is 
enough  thei*e  for  me  to  be  persuaded. 

Mr.  Whiston.  Not  in  dollars  and  cents. 

The  Chairman.  A  man  paid  $35  a  month  and  then  it  went  up  to 
$100  per  month.    That  is  an  abnormal  increase. 

Mr.  Whiston.  That  is  not  an  abnormal  increase  if  the  owner  of 
that  property  had  been  subsidizing  it  to  the  extent  of  $50.  Until  we 
have  that  information  I  do  not  think  it  is  fair  to  just  take  one  part  of 
the  ipieture,  and  I  think  the  rate  per  square  foot  is  very  important  in  a 
consideration  of  that  kind. 

Senator  Hawkes.  Mr.  Chairman,  I  would  like  to  ask  a  question. 

The  Chairman.  Proceed,  Senator. 

Senator  Hawkes.  Mr.  Chairman,  that  is  the  point  that  I  was  trying 
to  bring  out.  That  is  why  I  asked  what  the  rental  of  this  property 
had  been  over  the  past  10  or  20  years. 
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Of  course,  I  know  of  buildings  where  the  owners  would  be  obliged 
to  try  to  keep  somebody  in  the  building,  and  they  would  go  out  and  try 
to  get  tenants,  and  would  be  willing  to  take  10  cents  on  the  dollar  in 
order  to  have  somebody  in  there.  .  x  i.        j. 

The  point  that  I  wish  to  find  out  here,  the  information  I  want  to  get, 
is  whether  or  not  these  increases  have  been  or  have  not  been  justified. 
I  wish  to  find  out  whether  they  are  making  a  proper  profit  and  a 
proper  return  on  their  investments  which  might  justify  them  in  raising 
the  rent  500  percent.    I  can  visualize  siicU  a  situation,  if  it  had  been 

unduly  depressed  before.  .  ....  ^   i 

Wluit  I  want  to  find  out  is  whether  there  is  being  an  injustice  created 
and  gouging  being  done  on  these  i^^cple  by  the  owners  of  the  buildings. 
Mr  Whiston.  That  is  what  we  want  to  submit  here.  Nothing  has 
been  introduced  so  far  to  show  that  anything  of  that  kind  has  been 
<Toing  on.  I  think  that  we  have  had  the  record  singularly  clear  of 
anything  of  that  character.  It  has  just  been  a  statement  followed  by 
another  statement  of  figures  without  any  of  these  attendant  circum- 

stances 

The  Chairman.  Very  well.    This  gentleman  is  going  to  give  us  all 

of  the  information.  ^    ,     i    -n-  j  i.i. 

However,  you  will  recall  that  the  owner  of  the  building  and  the 
tenant  some  short  time  ago  complained  about  a  slight  increase.  So,  the 
owner,  I  think  it  was  the  bank,  said,  "Wliy  do  you  not  take  the  prop- 
erty," and  then  proceeded  to  increase  him  abnormally  thereafter.  I 
think  the  committee  will  recall  that.  ,•  -      j 

Mr.  Whiston.  I  suppose  you  will  find  that  some  abnormalities  do 
exist,  just  like  they  exist  in  every  business  or  industry. 

We  "have  millions  of  pieces  of  property,  and  when  a  little  $35  or  $40 
rental  gets  out  of  line  here  and  there,  I  do  not  think  it  is  significant  as 

to  the  entire  industry.  ^   •    .,  .•        i^     i    ^i       -4. 

The  Chairman.  That  is  quite  true.  It  is  the  question  of  whether  it 
is  a  trend  or  an  isolated  case.    Do  you  have  anything  further? 

Mr.  Whiston.  Yes;  I  have  a  communication  from  Mr.  Fred  Shaefer 
whicli  I  should  like  to  present  to  the  committee.    It  is  just  a  point  that 

he  wants  to  present. 

Mr.  Fred  Shaefer,  of  Atlanta,  Ga.,  who  has  for  the  past  30  years 
been  executive  secretary  of  the  Atlanta  Association  of  Building  Own- 
ers and  Managers,  has  advised  that  he  is  familiar  with  office-buildmg 
rental  rates  in  Atlanta,  Ga.,  and  further  states  that  within  the  past  30 
days  he  has  made  a  survey  to  determine  the  difference  in  rental  rates  in 
Atlanta  office  buildings  now  as  compared  with  the  year  1940. 

The  committee  will  be  interested  to  know  that  according  to  the 
information  received  from  this  survey  the  rental  rate  has  increased  an 
average  of  12  cents  per  square  foot,  which  is  an  increase  of  approxi- 
mately 7  percent. 

He  also  informs  us  that  he  is  famdiar  with  the  operating  cost  of 
office  buildings  in  Atlanta,  and  according  to  the  information  on  file  in 
the  association  office  there,  the  operating  cost  has  been  increased  11 
cents  per  square  foot,  which  is  an  increase  of  approximately  10  percent. 

I  also  have  information  from  Mr.  Tommie  Jackson,  executive  secre- 
tary of  the  Atlanta  Real  Estate  Board,  as  of  this  just  past  month,  giv- 
ing the  results  of  a  survey  made  of  reahor  offices  renting  commercial 
properties. 
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That  shows  that  all  commercial  lease  men  contacted  report  that  the 
mam  increase  m  commercial  rents  is  dne  to  the  fact  tliat  a  large  ma- 
jority of  merchants  pay  rent  on  a  percentage  basis,  and  since  retail 
sales  have  increased  so  much  so  that  the  actual  amount  of  rents  paid 
have  increased.     The  nimimum  guaranteed  rent  has  not  been  increased. 

Une  realtor  reports  that  none  of  his  rents  have  been  increased.  Five 
realtors  report  an  increase  of  from  10  to  15  percent,  whereas  two  real- 
tors  report  an  increase  of  about  8  percent,  and  also  one  realtor  reports 
an  increase  of  only  7 1^  i>ercent,  and  four  realtors  in  Atlanta,  Ga., 
report  an  increase  of  less  than  5  percent. 

I  would  like  to  read  the  following  telegram  from  the  Portland  Asso- 
K^Corb^tt  ^^^ners  and  Managers,  from  its  president,  Elliott 

This  association  represents  26  class  A  ofTice  buildings  in  Portland,  Orrg.    Their 

guatei  than  m  192b  but  the  average  rates  are  14  permit  below  tbat  vear  Since 
^1s  record''nmi%''hP^'n\f^^  rates  have  increased  only  6.2  percent.  We  are  confident 
1.U  .1?  !  '^"f^the  absence  ot  complaints  to  the  meinb  >rs  of  this  assoc;ation 
prove  that  we  have  voluntarily  handled  the  commerc'al  rent  question  in  this 
coninninity  satisfactorily  and  there  is  absolutely  no  need  for  Federal  control. 

I  woukl  also  like  to  read  this  telegram  of  November  29th  from  Lm- 
coin  1.  Prescott,  chairman.  Building  Owners  and  Managers  Associa- 
tion of  Boston : 

You  are  authorized  to  present  the  following  statement  for  the  Building  Owners 
S.TAi^'l"''^'-"^  Association  of  Boston  at  the  Senate  Banking  and  CuriencyTom- 
m  ttee  hearing  on  commercial  rent  control  "our  survey  of  co.nmerdal  rni  indu^- 
mfde^'Zfnllns^^  made  this  week  indicates  over-all  reliMncreases 

fanoL  i  -^.1.^  ^^"^  y^^"*^  ^^""^  aff  cted  less  than  1  percent  of  the  aggregate 
tenancies  in  this  area.  Evidence  clearly  indicates  increases  confined  to  nron  r 
ties  formerly  rented  on  substandard  basis.  Going  rental  rates  in  effect  sinceTior 
to  war  are  being  held  in  line.  Current  building%acancv  of  12  i^rcent  obviou^y 
n  akes  any  substantial  or  unwarranted  rent  increases  impossiblfin  Boston  wl 
are  unalterably  opposed  to  the  imposition  of  rent  control  over  Boston  propertied 
because  no  evidence  exists  here  to  warrant  any  such  acts  We  wish  to  so  on 
Z7e^.^t^:t^:t!r''  ^'"^"^  "^'  Currency 'commltTee^nlVpoIitt^^^^^^^ 

I  also  have  a  telegram  here  from  H.  A.  Irving,  secretary  of  the  Jack- 
sonville Association  Building  Owners  and  Managers  of  November 
29  reading: 

Jacksonville,  Fla.,  with  100  percent  occupancy  in  class  A,  B,  and  C  office  build- 
ings has  increased  rents  9%  percent  since  1941.  Rents  are  not  more  than  15 
percent  above  1987  average  when  buildings  were  83  percent  occupied.  We  do  not 
be  ju  t**fi^d"^'"^  ^^  commercial  rents  under  the  price  control  Act  can  in  any  way 

I  should  also  like  to  read  this  statement,  it  is  a  short  one,  of  Novem- 
ber 28,  1944,  from  Mark  C.  Cohn,  executive  secretary  and  general  man- 
ager of  the  Building  Owners  and  Managers  Association  of  Los  An- 
geles; reflecting  the  views  of  the  major  office  and  loft  buildings  in  the 
Los  Angeles  area,  with  first-hand  knowledge  of  the  subject  hereof. 

c,  ^i!.  association  is  unalterably  opposed  to  the  form,  substance  and  intent  of 
^.  21<b  and  earnestly  emphasizes  that  factual  studies  recently  made  bv  Federal 
Government  agencies  show  that  legislative  control  of  rentals  of  commercial,  iu- 
austnal,  and  business  occupancies  is  neither  necessary  nor  justified 

This  association  further  points  out  that  Federal  Government  Agencies  have  in- 
dicated that  complaints  of  rent  increases  on  commercial  and  business  occupancies 
are  largely  localized  in  New  York  City,  and  therefore,  the  subject  of  S.  2176  i& 
not  one  for  Federal  action  but  for  State  regulation. 
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This  association  also  directs  attention  to  the  impracticability  of  applying 
Office  of  Price  Administration  regulatory  powers  to  commercial  and  business  real 
property  surrounded  with  conditions  which  differ  no  end  from  conditions  that 
attend  residential  properties. 

Explanatory  of  the  foregoing : 

The  S3nate  Small  Business  Committee  is  reported  to  have  recently  determined, 
on  the  basis  of  factual  studies  made  by  the  United  States  D.^iai'tment  of  Com- 
merce and  by  the  Smaller  War  Plants  Coi-poration,  that  the  "problem  posed  by 
excessive  increase  in  commercial  rentals  is  not  national  in  scope  at  this  time  and 
Federal  regu  ation  from  the  Office  of  Price  Administration  or  otherwise  would 
not  now  be  justified." 

The  Senate  Small  Business  Committee  also  reportedly  pointed  out  that  a 
"pressing  need  exists  in  the  City  of  New  York  for  prompt  remedial  action"  which 
suggests  not  Federal  action  but  as  a  municipal  and  State  affair  to  be  dealt  with 
as  a  local  regulation. 

Should  the  Congress  of  the  United  Slates  adduce  facts  that  make  it  necessary 
and  justifiable  to  extend  Federal  control  to  real  property  privately  owned  and 
leased  to  war  industries  and  businesses,  that  control  would  of  necessity  have 
to  be  entirely  different  from  the  current  approach  of  the  Office  of  Price  Adminis- 
istration  regulations  to  residential  properties. 

There  are  innumerable  and  varying  situations  that  attend  different  classes  of 
leases  and  contractual  relations  on  business  properties,  leaseholds,  and  ground- 
leases.  Legislation  in  this  respect  should  be  incorporated  in  a  separate  bill,  with 
definite  and  precise  provisions  and  requirements  and  with  workable  formulas 
clearly  set  out  in  the  act.  Many  different  conditions  would  have  to  be  provided 
for  in  such  a  bill  in  order  that  all  concerned  might  understand  the  requirements, 
and  enforcement  thereof  be  made  feasible. 

In  the  event  that  your  honorable  committee  develops  justifiable  reasons  for 
considering  a  workable  measure  of  the  type  hereinabove  discussed,  this  associa- 
tion will  be  glad  to  cooperate  fully  and  assist  in  the  outlining  of  a  tentative  draft 
of  such  a  measure. 

In  the  Los  Angeles  area,  for  example,  no  occasion  exists  for  control  of  rents  of 
commercial  and  business  occupancies.  Investigations  made  here  by  Govern- 
mental agencies  and  results  thereof  confirm  this  view. 

Studies  submitted  from  Experience  Exchange  Survey  conducted  under  the 
auspices  cf  the  National  Association  of  Building  Owners  and  Managers  and 
covering  some  451  properties  in  77  cities,  an  annual  survey  that  has  been  made 
each  of  the  past  24  years,  confirms  facts  here  submitted. 

This  association  in  a  survey  mada  last  month,  and  on  the  basis  of  written 
reports  submitted  by  manager  of  150  office  and  loft  buildings,  further  cor  firmed 
contention  offered,  that  no  need  exists  in  the  Los  Angeles  area  for  control  of 
rentals  of  commercial  and  business  occupancies.  Rentals  in  93  buildings  were 
reported  unchanged;  3  buildirgs  reported  decrease  in  rentals;  and  45  build- 
ings had  adjusted  rentals  on  the  few  new  tenants. 

This  association  observes  trends  of  every  nature  in  the  major  office  and  loft 
buildings  in  the  Los  Angeles  area.  On  the  basis  of  information  at  hand  com- 
plaints from  tenants  have  been  practically  nil  and  in  almost  all  cases  where 
adjustment  of  rentals  were  made  commensurate  with  increased  costs  of  operation, 
tenants  have  cooperated  cheerfully  and  in  many  instances  expressed  wonderment 
that  such  adjustments  had  not  been  made  long  ago.  Rentals  in  the  Lis  Aug  'les 
area  have  been  subnormal  for  more  than  12  years.  Current  rentals  are  from  30 
to  50  percent  below  the  rate  of  12  years  ago  and  below  the  rentals  for  which 
the  buildings  were  designed  in  order  to  produce  the  customary  return  on  capital 
invested. 

I  would  also  like  to  read  a  communication  from  C.  H.  Hewitt,  presi- 
dent of  the  Cincinnati  Building  Owners  and  Managers  Association, 
Inc.,  of  December  1, 1944,  in  which  Mr.  Hewitt  says : 

The  writer  represents  the  membership  of  the  Cincinnati  Building  Owners  & 
Managers  Association,  Inc.  They  believe  commercial  rental  control  in  Cincinnati 
is  not  needed  in  any  form.  As  evidence  showing  the  rental  conditions  of  com- 
mercial properties  in  Cincinnati,  we  submit  the  following  data : 

Thirty-two  office  buildings  having  a  total  of  2,609,0^0  square  feet  of  rental 
area  report  246,450  square  feet  of  vacancy  or  9^2  percent. 

Thirty-one  buildings  with  ground  floor  stores,  a  total  of  430,400  square  feet 
report  6,500  square  feet  of  vacancy  or  1^^  percent. 
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Twelve  loft  buildinj;s  having  a  total  of  1,164,000  square  feet  of  rental  area, 
report  44,0(X)  vacant  or  3M»  percent. 

Of  the  32  office  buildings  reporting,  only  5  reported  rental  increases  and  none 
of  them  over  10  percent.  Als(»,  in  most  cases  the  increases  were  not  general 
through(»ut  the  Imilding,  but  only  on  certain  expiring  leases  were  the  square-feet 
rents  below  the  average  in  the  building. 

Of  the  12  loft  buildifigs  reporting,  only  1  building  rep<irted  an  increase  of 
rent  and  that  only  to  1  tenant. 

The  above  data  has  just  been  compiled  by  the  Cincinnati  Building  Owners  Jk 
Managers  Association,  Inc.,  and  represents  the  rental  conditions  iii  Cincinnati 
commercial  property  as  of  October  1,  1044. 

I  iiiiderstaiicl  that  Mr.  Cohn  may  have  sent  a  copy  of  this  to  the 
cleik  of  the  ccuiiinittee,  but  T  am  not  sine,  as  to  liis  statement. 

May  I  ask  that  tlie  Xew  York  deleoation  folknv  me,  and  they  may 
present  tlieir  case,  after  all,  better  than  I. 

(Whiston  exhibits  A,  B,  C,  D,  and  E  are  filed  with  the  connnittce.) 

The  Chmrman.  Mr.  Halperin,  I  beheve  you  wanted  to  call  just 
one  more  witness  today. 

Mr.  Halpeein.  I  would  like  to  present  Mr.  David  Urdang. 

STATEMENT  OF  DAVID  D.  URDANG,  OFFICE  MANAGER,  POPULAR 
PRICED  DRESS  MANUFACTURERS  GROUP,  INC.,  NEW  YORK,  N.  Y. 

Mr.  Urdang.  Mr.  Chairman  and  members  of  the  committee: 
My  name   is  David  D.  Urdang.     I  am  office  manager,  Popular 
Priced  Dress  Manufacturers  Group,  Inc.,  New  York,  N.  Y. 

This  association  comprises  a  membership  of  about  265  jobbers  and 
manufacturers  of  popular  priced  dresses,  wholesaling  from  $2.87  to 
$5.75  each,  doing  an  annual  volume  of  approximatelv  $250,000,000. 
This  type  dress  is  exclusively  for  the  use  of  the  so-called  "masses." 
Our  members  are  located  in  the  area  bounded  by  Thirty-fifth  Street 
to  Fortieth  Street  and  from  Sixth  to  Eighth  Avenues,  New  York 
City,  with  a  number  of  them  occupying  additional  factory  and  ship- 
ping facilities  in  outlying  districts  of  Greater  New  York  and,  in  some 
cases,  in  the  States  of  New  Jersey,  Pennsylvania,  Connecticut,  Mas- 
sachusetts, and  Ehode  Island. 

I  echo  the  general  sentiments  voiced  by  tlie  previous  witnesses, 
Messrs.  Halperin,  Marmelstein,  Agree,  Zuckerman,  and  Schwab,  as 
far  as  encouraging  the  adoption  of  Senator  Wagner's  bill,  S.  2176. 

My  remarks  are  confined  exclusively  to  the  rent-gouging  situation 
that  I  know  exists  in  the  New  York  area,  and  wliich  condition  I 
understand  likewise  exists  in  other  parts  of  the  United  States. 
^  Almost  eveiT  lease  of  our  members  expires  February  1,  1945,  and 
m  almost  every  instance  demands  for  increases  from'St)  percent  to 
150  percent  over  1943  rents  have  been  made,  and  terms  heretofore  1 
year  in  most  cases  are  being  increased  to  from  3  to  5  years.  In  a 
number  of  cases,  in  addition  to  increases,  landlords  have  inserted 
clauses  compelling  tenants  to  do  their  own  painting  of  the  premises 
occupied  by  them,  and  to  pay  to  the  agent  in  charge  of  the  building 
brokerage  commissions  of  V/2  percent. 

In  other  cases  previous  concessions  of  1  or  more  months  on  yearly 
leases  are  now  discontinued.  Heretofore,  most  leases  were  signed  on 
an  annual  basis.  This  is  now  out— leases  are  signed,  at  the  demand  of 
the  landlords,  for  a  minimum  of  3  up  to  5  years,  and  in  many  such 
instances  even  though  the  current  lease  expires  February  1, 1945,  tenant 
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was  compelled  to  sign  renewal  of  lease  at  increased  rents,  such  increase 
to  go  into  effect  immediately  at  the  signing  of  the  lease,  as  much  as 
6  months  prior  to  the  expiration  of  pending  lease,  irrespective  of  the 
fact  that  present  lease  had  as  much  as  6  months  more  to  go  at  the 

lesser  rent.  rr^  -        ct  i 

In  a  number  of  instances,  specifically,  one  at  254  West  Thirty-fafth 
Street,  three  at  1359  Broadway,  one  at  i23  West  Thirty-seventh  Street, 
and  one  at  148  West  Thirty-seventh  Street,  landlords,  without  notice, 
advised  tenants  that  their*^spaces  have  been  rented  to  others  without 
giving  such  tenants  an  opportunity  to  meet  reasonable  increases  land- 
lords might  ask.  r>ecause  of  total  lack  of  space  in  this  area,  such 
tenants  are  comj)elled  to  close  their  businesses,  thus  throwing  hundreds 
of  workers  out  of  employment. 

Attached  hereto  is  a  schedule  of  72  reporting  members,  showing 
their  experience  with  their  landlords  since  they  moved  into  their  re- 
spective lofts.  A  comparison  of  rent  increases  in  65  of  these  who 
were  tenants  in  their  present  buildings  in  1944  as  against  1945  demands 
show  an  over-all  advance  for  these  tenants  in  1945  over  1944  of  approxi- 
mately 61  percent.  This  huge  increase  is  hi  addition  to  substantial 
increases  paid  in  1944  in  most  instances. 

You  will  please  note  comments  alongside  some  of  the  tenants  on  the 
attached  list  which  are  self-explanatory. 

Should  the  committee  desire  the  names  of  these  tenants  they  will  be 
submitted  upon  request. 

I  would  like  to  submit  as  an  exhibit  a  tabulation  which  I  have  here 
which  I  believe  will  be  helpful  in  arriving  at  a  decision  in  this  matter. 
I  think  that  sometimes  these  speak  louder  than  mere  words. 

The  Chairman.  You  may  hand  it  in. 

(The  tabulation  referred  to  follows:) 


Building 


462  7th  St- 


463  7th  St. 


498  7th  St. 
501  7th  St. 


Ten- 
ant 


Key 


1369  Broadway - 


1 

2 

3 

4 

5 

6 

7 

9 

9 
10 
11 
12 
13 
14 
15 

16 

17 

18 

19 

20 

21 

22 

23 

23a 

24 

25 

26 

27 

28 

29 

30 

31 


C  $7,500 

D  3.960 

D  11,250 

D  7,600 


D      8.500 


D 
D 
A 
C 


5,500 
6,045 
4,600 
4,000 


1943 


$7,500 
3.960 

11.250 
8,000 
3,024 
6,041 
8,500 


D      5, 586 


C 
D 
A 
B 
BB 
A 


9,000 
1,800 
8,000 
6,250 
6,250 
11,000 


AA 
A 

BB 
A 
A- 
C 

AA 

BB 


11.000 
6.500 
4.800 
4,500 

4,250' 

4.000 

3,600 


5,500 
6,545 
6,000 
4,400 
4,041 
8.577 
5,536 

5,541 
6,036 
9,000 
2,600 
8,500 
6,250 
6.750 

11,500 
1,800 

10,000 
7.500 
5.000 
4,600 
5,000 
4,750 
5,600 
4.250 


1944 


$9,000 
4,750 

13.260 
8,500 
3.324 
6,041 
9,000 
9,072 
6,600 
7,545 
7.500 
5,436 
4.641 
8,827 
6,636 

6,641 
7,236 

10,600 
2,800 
9,000 
6.750 
6,750 

11.750 
1,800 

11,500 
8.500 
6.000 
5,000 
5,000 
4,760 
5,500 
4.750 


1945 


$11,000 
5,500 

16.250 
9,500 
4,200 
7,791 

11,000 

11.000 
8,000 
9,046 
9,000 
6,286 
6.791 

10,827 
7,536 

8,041 

9.236 

10,600 


Remarks 


10,800 
8,250 
8.400 

14.100 
2,100 

13.800 

10.626 
6.000 
6,000 
6.000 
6,000 
8,000 
None 


2-year  lease— signed  1943. 

No  painting. 

Plus  brokerage  fee  of  $407. 

Plus  brokerage  fee  of  $260. 

Plus   brokerage   fee   of  $339,   and 
painting. 


3-year  lease  sifijned  February  1944. 
No  demand  to  date. 
3-year  lease  signed. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 
Demanded,  but  ousted  tenant. 
Tenant  ousted. 


I  A  A— 1936,  BB— 1937,  CC— 1938,  A— 1939,  B— 1940,  C— 1941,  D— 1942. 
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Building 


1359  Broadway. 

1385  Broadway. 
134  West  37th... 


148  West  37th. 
218  West  37th. 


102  West  38th  ... 

212  West  35th  ... 

213  West  35th  St. 


Ten- 
ant 


225  West  35th  St. 


119  West  24th  St. 
237  West  35th  St. 


240  West  35th  St 


254  West  35th  St. 

261  West  35th  St 
36  West  25th  St- 
65  West  36th  St. 
2?9  West  36th  St. 
118  West  29th  St. 


32 

33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

48 

49 

50 

51 

52 

53 

54 

55 

56 

57 

58 

59 

60 

61 

62 

63 

64 

65 

66 

67 

68 

69 

70 

71 

72 


Key  J 


C    $5,000 


cc 
c 


5.000 
7.500 


D 
C 
C 
A 
B 
C 
AA 
A 
C 
C 
A 
C 

A 
A 

A 


8,036 
4.000 


6,500 
4.000 
2,900 
1,800 
1,800 
900 
3.000 
3,500 
4,750 

4,700 
3.800 


1943 


B 

BB 

C 

A 

A 

CC 

C 

A 

A 

C 

C 

A 

CC 

BB 

CC 

C 

A 

1930 

C 


4,500 
4,000 
3,300 
6,000 
1,500 

5,250 
3.000 
3.600 
3,000 
4,500 
3,600 

4,000 

4,500 

2,700 

780 

3,300 


$5,500 

5.750 
10.500 
5.000 
10.810 
6,850 
4.100 
7.500 
4.000 
3.000 
2.580 
2,000 
1,000 
4,500 
5,400 
5.300 

5,100 
4.750 
6,000 


1944 


(») 


4,500 
5,500 
4,000 
6,400 
4,500 
3.950 
5.250 
3,300 
4,500 
4,500 
4,800 
3,400 
3,700 
4,500 
4.900 
2,700 
1,440 
4,700 
3,300 
5,560 
2,300 


$6,500 

6.750 
12.500 
5,000 
10. 810 
7.800 
4.500 
7.500 
4.300 
3,800 
2.900 
2.000 
1,300 
5.000 
6,000 
5.900 

5,600 

4.750 

6,000 

4.500 

5.000 

6,000 

4,500 

7,000 

6,000 

4,600 

6.500 

3.450 

5,000 

5,000 

5,500 

3,850 

4,100 

5.000 

5.500 

3,200 

1.800 

6.500 

3,400 

7,560 

2,300 


1945 


None 

None 
$16,500 

6,330 
12.960 
10,000 

5,400 
10,000 


Remarks 


3,900 
3,000 
1,800 


6.900 
5.900 

6,500 
5,250 
8.000 
5,500 
6,000 
7,500 
5.500 
7.000 
6.500 
6,000 
6.500 
5,000 
7,000 
7,000 
6,250 
4,250 
4.600 
5,250 
7.500 
3.800 
1.800 
7,400 
4,800 
10,500 
3,300 


Forced   to   take   smaller   space   at 

higher  rent. 
Tenant  ousted. 

Forced  to  sign  5-year  lease. 
Do. 


No  demand.    Tenant  being  ousted. 
Do. 


No  demand  to  dale. 

Present  lease  signed  1944;   expires 
1946. 


2-year  lease. 
Do. 

2-year  lease  signed  1944. 

Do. 

Do. 
3-year  lease  asked. 

Do. 
2-year  lease  signed. 
Lease  signed. 
2-year  lease  signed. 

Do. 

3-year  lease  signed. 
2-year  lease  signed. 
2-year  lease  signed  1944. 

3-year  lease  asked. 

Plus  brokerage  commission. 

2-year  lease  signed. 


» 15  years. 

Mr.  Clarke  G.  Dailet.  Mr.  Chairman,  I  would  like  to  appear  at 
this  time. 

The  Chair^ian.  You  represent  Mr.  Cruikshank? 
Mr.  Dailet.  Yes. 

STATEMENT  OF  CLARKE  G.  DAIIEY,  FORMER  PRESIDENT  OF  REAL 
ESTATE  BOARD  AND  PRESENT  GOVERNOR  AND  CHAIRMAN  OF 
COMMERCIAL  RENT-CONTROL  COMMITTEE,  NEW  YORK,  N.  Y. 

Mr.  Dailet.  Mr.  Chairman,  and  members  of  the  committee,  my 
name  is  Clarke  G.  Dailey.  I  am  former  president  of  the  R-al  Estate 
Board.  At  the  present  time  I  am  a  governor  and  the  chairman  of  our 
committee  on  commercial  rent  control,  w^hich  is  the  capacity  in  which 
I  am  ap])earing  here. 

In  order  to  save  time  of  the  committee,  I  know  that  we  all  wish  to 
do  that,  I  am  going  to  call  on  tw^o  men  whom  I  brought  along  with 
me,  to  speak  first,  because  each  is  an  expert ;  one  in  the  matter  of  loft 
buildings,  and  one  in  the  matter  of  office  buildings  and  stores.  And 
then,  after  they  have  spoken  I  am  hopeful  that  there  will  be  nothing 
left  for  me  to  say— if  there  should  be,  I  could  do  so  then.  I  w411  have 
a  few  comments  to  make  at  the  close  of  their  statements,  but  I  believe 
if  I  would  say  anything  now  it  would  be  repetitious. 

Therefore,  at  this  time,  I  will  call,  with  the  permission  of  the 
chairman,  Mr.  Melvin  Brown. 
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STATEMENT  OF  MELVIN  BROWN  ON  BEHALF  OF  THE  REAL  ESTATE 
BOARD  OF  NEW  YORK,  INC.,  AND  THE  MIDTOWN  REALTY  OWN- 
ERS ASSOCIATION,  INC. 

Mr.  Brown.  Senator  Wagner,  and  members  of  the  committee,  I  am 
a  member  of  the  commercial  rent  committee  of  the  Real  Estate  Board 
of  New  York,  Inc.,  and  executive  vice  president  of  the  Midtown 
Realty  Owners  Association. 

My  name  is  Melvin  Brown. 

I  am  here  as  a  representative  of  the  Real  Estate  Board  of  New  York, 
whose  members  are  owners,  operators,  and  agents  of  real  property  on 
the  island  of  Manhattan,  and  also  representing  the  Midtown  Realty 
Owners  Association,  Inc.,  w^hose  members  are  in  the  same  categories, 
but  catering  to  the  so-called  needle  trades  and  similar  lines,  located 
in  mid-Manhattan.  I  am  here  to  specifically  talk  on  behalf  of  all  the 
loft  buildings  on  the  island  of  Manhattan. 

We  are  opposed  to  bill,  S.  2176,  for  the  following  reasons: 

First.  The  bill  seeks  to  extend  O.  P.  A.  regulation  to  commercial 
buildings  and,  from  our  information,  the  only  area  in  w^hich  there 
are  complaints  about  increases  in  rents  is  the  island  of  ^lanhattan, 
State  of  New  York,  with  perhaps  a  negligible  number  of  complaints 
from  the  cities  and  towns  in  the  balance  of  the  entire  United  States. 

Second.  The  Small  Business  Committee  of  the  United  States  San- 
ate  held  a  hearing  on  this  subject  of  commercial  rent  control  in  Wash- 
ington on  July  14,  1944,  and,  under  date  of  October  1944,  issued  its 
report  stating : 

In  view  of  the  evidence  contained  in  this  record  in  the  form  of  complaints 
and  other  communications,  testimony  at  its  hearing  on  this  subject,  consulta- 
tion with  interested  individuals  and  groups,  and  the  reports  of  two  executive 
agencies  of  the  Federal  Government,  your  committee  concludes  that  the  small 
business  problem  posed  by  excessive  increases  in  commercial  rentals  is  not 
national  in  scope  at  this  time  and  that  Federal  regulation  through  the  Office 
of  Price  Administration  or  otherwise  would  not  now  be  justified. 

We  call  to  the  attention  of  your  committee  that  at  the  hearing  on 
July  14,  1914,  Mr.  Richard  H.'  Field,  general  counsel  of  the  Office  of 
Price  Administration,  said  that  complaints  reaching  the  O.  P.  A. 
were  predominantly  from  New  York  City  where  the  problem  appears, 
by  comparison,  "to  be  by  far  the  most  acute,"  and  mentioned  that 
*'in  only  a  few  isolated  cases"  have  requests  for  price  ceiling  adjust- 
ments been  based  on  rent  increases. 

Third.  With  respect  to  the  New  York  situation,  bills  were  intro- 
duced into  the  State  legislature  at  its  last  session  in  the  early  part 
of  this  year,  were  thoroughly  debated,  both  sides  were  given  full 
opportunities  to  present  their  views  at  hearings  of  one  of  the  bills 
introduced  and,  while  that  particular  hearing  was  in  session,  another 
bill  of  the  same  nature  was  reported  out  of  committee  without  hear- 
ings having  been  held.  This  latter  bill  came  to  the  floor  of  the  as- 
sembly for  vote  and  failed  to  pass.  In  the  last  hours  of  the  closing 
session  of  the  legislature  Assemblyman  D.  Mallory  Stephens  intro- 
duced a  resolution,  which  was  passed,  creating  a  committee  for  a 
study  of  the  entire  situation  and  requiring  a  report  to  the  legislature 
at  its  next  session.  The  Stephens  committee  has  held  many  hearings, 
both  private  and  public,  and  we  are  informed,  expects  to  have  its 
report  completed  toward  the  latter  part  of  December. 
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Regardless  of  the  recommendations  that  may  come  out  of  the 
Stephens  committee,  you  may  be  certain,  gentlemen,  that  when  the 
New  York  State  Legislature  convenes  shortly  after  the  1st  of  Jan- 
uary, someone  will  introduce  rent  control  legislation. 

The  published  statistics  of  the  Real  Estate  Board  of  New^  York 
show  that  in  9  years  nearly  9,000  properties  were  foreclosed  in  Man- 
hattan alone,  to  a  total  of  $1,088,095,580.  What  brought  about  that 
tremendous  loss  of  ownership  High  taxes,  high  operating  costs, 
y«s;  but,  over  and  above  all  that,  and  especially  in  the  cost  of  loft 
buildings,  it  was  the  ruinously  low  scale  of  rents,  and  that  due  to  the 
demands  and  threats  of  the  same  tenants  who  today,  although  admit- 
tedly making  large  profits,  regardless  of  O.  P.  A.  regulation  in  their 
own  businesses,  are  running  to  the  State  and  Federal  authorities 
with  complaints  when,  for  the  first  time,  there  is  a  sign  of  recovery 
of  rents  to  something  like  fair  and  economic  levels. 

Those  who  did  not  lose  their  proi:)ertiee  have  clung  to  ownership 
in  the  hope  that  changed  conditions  would  eventually  restore  their 
equities— in  many  cases  being  enabled  to  do  so  through  ability  to 
divert  income  from  other  sources  to  the  payment  of  operating  costs 
and  taxes  and  also,  in  many  cases,  only  because  of  the  mortgage  mora- 
torium law  which  has  been  in  effect  in  New  York  State. 

There  was  also  the  distress  of  many  thousands  of  small  investors 
who,  in  the  aggregate,  invested  millions  of  dollars  in  bond  issues 
which  had  to  be  reoriranized  because  of  the  collapse  of  rent  schedules. 

In  depression  years,  when  tenants  were  making  the  plea  of  poor 
business  and  lack  of  ability  to  pay  economic  rents,  they  did  not  come 
here,  nor  did  the  ownei-s,  to  seek  your  aid  in  putting  any  floor  under 
rents  nor  any  ceiling  on  taxes  and  operating  costs.  Instead,  tenants 
were  threatening  to  move  out  of  New  York  City,  and  did  so  in  large 
numbers,  mind  you  gentlemen,  when  rents  were  at  their  lowest  point 
until  there  was  created  such  a  large  percentage  of  vacancies  that 
owners  were  forced  to  write  leases  at  rentals  far  below  economic 
levels  in  a  desperate  effort  to  keep  their  remaining  tenants. 

We  are  not  here  to  throw  mud  at  our  tenants.  We  hope  and  expect 
to  have  them  continue  as  tenants  for  years  to  come,  but  cooperation 
must  have  two  sides. 

Now,  when  there  is  at  long  last  an  opportunity  for  property  owners 
to  get  economic  rents  which  tenants  are  in  a  position  to  pay' because, 
gentlemen,  rents  are  but  a  negligible  percentage  of  operating  costs, 
we  would  like  to  see  some  of  the  same  spirit  they  sought  when  they 
went  to  the  owners  for,  and  secured  rent  reductions. 

There  is  no  reason  why  owners  and  tenants  cannot  get  together  on  an 
amicable  basis,  without  arbitrary  Federal  interference  with  economic 
laws.  In  our  type  of  properties  complaints  w^ere  made  to  the  mayor 
of  New  York  City  last  year  at  the  first  sign  of  rent  increases.  He  had 
no  power  or  authority  to  interfere  but,  with  the  willing  cooperation 
of  real  estate  men  and  lending  institutions,  he  named  a  mediation 
committee,  and  this  committee,  using  only  moral  suasion,  got  together 
many  owners  and  tenants  to  adjust  rents  on  a  fair  basis.  They  handled 
hundreds  of  cases  and  their  work  brought  public  commendation. 
There  is  no  reason  why  the  scope  of  that  committee's  work  cannot  be 
extended,  in  the  expectation  that  it  can  operate  just  as  satisfactorily  as 
before. 


It  has  been  said  that  there  were  some  who  raised  rents  inordinately 
and  some  who  refused  outside  mediation.  Well,  they  can  be  con- 
trolled by  the  pressure  of  public  opinion  and  mediation  by  disin- 
terested parties.  Is  it  reasonable  to  set  up  regulation  of  rents  to 
affect  every  commercial  property,  merely  to  control  a  few  chislers? 

Before  making  any  argument  on  behalf  of  owners  and  agents  in  loft 
buildings,  I  wish  to  tell  this  committee  about  a  schedule  showing  the 
results  of  an  inquiry  conducted  by  my  office. 

On  September  20,  1944,  a  New  York  paper  published  a  list  of  ap- 
proximately 170  complaints  compiled  by  the  mayor's  committee.  Of 
these  170  complaints,  41  concerned  25  buildings  operated  by  members 
of  the  Midtown  Realty  Owners  Association. 

Each  of  the  owners  and  agents  of  these  buildings  was  queried  by  me 
as  to  the  facts  in  each  reported  instance.  I  am  pleased  to  advise  this 
committee  that  I  received  100-percent  response,  in  writing,  and  a  com- 
parison of  the  claims  made  by  the  mayor's  committee  with  the  actual 
situation  reported  to  the  Midtown  Association,  w^ith  owners'  and 
agents'  comments  showed  in  case  after  case  that  figures  were  errone- 
ously reported. 

And  I  submit  that  the  same  thing  would  be  true  here,  and  was  true 
in  the  testimony  that  was  offered  here  yesterday. 

We  are  reliably  informed 

The  Chairman  (interposing).  If  I  may  interrupt?  I  thought  it 
was  stated  by  the  commissioner  of  the  rental  committee,  that  there  were 
about  one  hundred-and-some-odd  owners  that  refused  to  go  to  any 
hearing  to  present  their  case  and  to  answer  questions. 

Mr.  Brown.  I  think  that  you  are  confused  as  to  what  I  have  said, 
Senator.  These  were  complaints  that  were  made  after  the  mayor's 
committee  had  ceased  to  function.  I  think  that  is  what  you  have 
referrence  to. 

The  Chairman.  Yes. 

Mr.  Brown.  These  are  the  results  of  my  own  personal  investiga- 
tion of  41  of  these  complaints.  All  complaints  of  the  balance  of  170 
have  been  investigated  by  the  Real  Estate  Board  of  New  York,  and 
the  answers  submitted  to  the  Stephens  committee.    May  I  proceed? 

The  Chairman.  Proceed. 

Mr.  Brown.  We  are  reliably  informed  that  there  are  approxi- 
mately 122,000  commercial  tenants  in  New  York  City.  It  would  seem 
that  the  number  of  complaints  about  rent  increases,  which  have  been 
variously  stated  as  being  from  250  to  3,000  or  4,000,  is  such  a  negligi- 
ble percentage  of  the  total  number  of  renewals  involved  that  it  cer- 
tainly should  not,  in  all  reason  and  fairness,  be  pictured  as  in  any 
way  indicating  the  general  situation. 

However,  the  Real  Estate  Board  of  New  York  and  the  Midtown 
Reatly  Owners  Association  investigated  each  and  every  complaint 
specified  in  the  list  published  by  the  mayor's  committee — the  first  such 
list  made  available. 

The  Real  Estate  Board  of  New  York  has  secured  pertinent  infor- 
mation on  the  balance  and  has  submitted  a  report  of  factual  data  to 
the  Stephens  committee. 

I  think  your  committee  should  know  that  the  Real  Estate  Board 
of  New  York  offered  its  help  to  the  mayor's  committee  and  agreed 
to  mediate  complaints,  its  offer  carrying  only  the  proviso  that  com- 
plaints be  based  upon  instances  where  rental  increases  worked  a  finan- 
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cial  hardship  on  tenants,  because  the  board  did  not  wish  to  take  any 
position  between  ownei-s  and  agents  on  the  one  hand  and  the  tenants 
on  the  other  hand  to  decide  how  the  profits  of  either  should  be  affected 
by  the  rental. 

Senator  Hawkes.  Mr.  Chairman,  may  I  ask  a  question? 

The  Chairman.  Cei-tiiinly. 

Senator  Hawkes.  Mr.  Brown,  if  I  may  stop  you  at  that  point  for 
just  a  moment. 

Mr.  Brown.  Yes,  Senator  Hawkes. 

Senator  Hawkes.  I  want  to  go  back  to  your  statement  that  you 
made  about  the  170  cases  that  you  investigated  personally  and  the 
people  that  appeared  and  submitted  their  statements  in  writing. 

Mr.  Brown.  I  investigated  41  of  the  170  complaints  that  the  mayor's 
committee  published. 

Senator  Hawkes.  And  I  believe  you  said  of  those  cases  all  the 
claims  that  had  been  made  were  proven  to  be  erroneous? 

jNIr.  Browx.  Correct.    Not  all  were  erroneous,  but  most. 

Senator  Hawkes.  Could  you  enlighten  us  a  little  bit  more  as  to 
that  ? 

Mr.  Brown.  The  best  way  I  could  enlighten  you  upon  that,  or 
enlarge  upon  the  subject,  other  than  to  talk  about  it,  is  to  send  to  you, 
and  I  shall  be  glad  to  do  it,  an  exhibit  which  I  compiled  and  feled 
with  the  Stephens  committee,  showing,  in  tabulated  form,  the  claims 
of  the  mayor's  committee  and  the  actual  situation. 

I  might  tell  you  now,  briefly,  that  when  the  mayor's  committee 
clamied  that  certain  rentals  were  asked,  the  facts  showed  that  much 
lesser  rentals  were  asked  for,  and  the  leases  were  closed  at  much  lower 
rent. 

S3nator  Hawkes.  I  think  it  would  be  very  desirable  to  have  you 
send  that  to  us. 

Mr.  BrowN.  I  will  be  very  happy  to  do  so. 

As  I  Faid  before,  we  offered  the  mayor's  committee  the  facilities 
of  the  board  to  mediate  these  complaints.  And,  as  I  pointed  out, 
the  only  string  that  we  attached  to  that  was  that  the  cases  that  were 
to  be  referred  to  us  were  those  which  involved  financial  hardship  on 
the  tenant,  because  we  did  not  want  to  decide  how  much  profit  the 
landlord  or  the  tenant  should  make. 

To  my  knowledge  the  result  of  this  offer  to  the  mayor's  commit- 
tee resulted  in  exactly  4  complaints  being  referred  to  the  real- 
estate  board's  committee  headed  by  Clarke  G.  Dailey.  At  a  meet- 
ing in  the  Hotel  Martinque  on  September  14,  where  Joseph  Platzker, 
secretary  of  the  mayor's  committee,  was  present  at  his  own  request, 
he  was  asked,  in  view  of  the  fact  that  his  statements  in  the  press 
claimed  1,000  complaints,  why  only  4  of  them  had  been  referred  to  the 
real  estate  board's  committee.  He  replied  that  the  reason  was  that  the 
real  estate  board's  offer  to  mediate  was  limited  to  complaints  involving 
financial  hardship  on  the  tenant.  Mind  you,  gentlemen,  only  4  out 
of  1,000  complaints  were  because  of  financial  hardship. 

Now,  leaving  aside  for  the  moment  the  question  of  the  unsound 
principle  embodied  in  the  idea  of  such  control,  consider  the  follow- 
ing facts.  Tenants  have  been  quoted  in  the  New  York  newspapers 
as  admitting  that  they  are  making  plenty  of  money,  and  therefore 
their  complaints  are  not  based  upon  any  economic  hardship,  nor  is 
there  any  emergency  created.     The  widely  publicized  percentage  of 
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increases  do  not  of  themselves  mean  anything.  An  increase  of  15 
percent  may  be  too  much  in  some  isolated  instances.  Increases  of 
25  percent,  50  percent,  or  even  100  percent  may  not  be  enougli  to  effect 
justice  in  others.  Just  as  city  tax  departments  examine  each  piece 
of  real  property  before  assessing  it,  each  rent  complaint  must  be  in- 
vestigated to  learn  the  circumstances  and  background  so  that  proper 
adjustment  may  be  made.  .  i  •  j- 

During  the  last  year  lending  institutions  have  been  seekmg  to  di- 
vest themselves  of  foreclosed  properties,  to  get  them  off  their  books 
and  into  the  hands  of  private  investors.  It  obviously  is  not  the  func- 
tion of  these  lending  institutions  to  own  and  operate  properties. 

But  what  of  the  investors?  How  long  will  properties  remain  out 
of  the  hands  of  institutions  if  they  cannot  be  rented  at  economic 
levels  so  as  to  earn  a  return  on  the  new  capital  invested?  Must  the 
new  owners  in  turn  lose  their  properties?  And,  if  that  be  the  fiat 
of  State  or  Federal  authorities,  what  hope  shall  there  be  of  further 
liquidation  of  properties  previously  foreclosed  so  that  lending  insti- 
tutions may  have  liquid  funds  with  which  to  meet  the  demands  we 
hope  will  be  made  upon  them  after  the  war,  so  that  private  enter- 
prise may  be  encouraged  to  go  forward?  ^  r\  t^    a 

In  conclusion  we  wish  to  reiterate  that  the  extension  of  O.  P.  A. 
powers  of  rent  control  to  commercial  buildings  is  not  warranted  be- 
cause of  complaints  that  are  localized  in  one  part  of  one  State ;  that 
that  State,  the  State  of  New  York,  is  giving  thorough  and  con- 
scientious attention  to  the  matter,  and  that  these  views  have  been 
concurred  in  by  the  Small  Business  Committee  of  the  United  States 
Senate  and  by  representatives  of  the  Office  of  Price  Administration. 

And  now,  referring  to  complaints.  At  the  recent  hearings  before 
the  Stephens  legislative  committee,  at  which  I  was  present,  Mr. 
Schwab,  of  the  American  Business  Congress,  stated  that  he  had 
4,000  complaints  from  tenants. 

Counsel  for  the  Stephens  committee  asked  Mr.  Schwab  if  he  would 
tabulate  them  and  present  them  to  the  Stephens  committee.  Mr. 
Schwab  said  it  would  be  impossible;  he  might  be  able  to  send  details 
on  about  10  of  the  4,000.  Counsel  replied  that  10  out  of  4,000  would 
not  be  satisfactory,  a^nd  certainly  not  a  fair  sample. 

Now,  if  I  may,  Mr.  Chairman,  I  would  like  to  comment  on  some 
of  the  testimony  here,  and  I  will  be  as  brief  as  possible,  but  I  do 
want  to  comment  on  some  of  the  facts  that  were  stated  here,  sonae 
of  the  testimony  which  was  given,  because  1  think  it  is  only  fair 
that  we  should  be  heard  on  that  subject. 

The  Chairman.  Before  you  do  that,  Mr.  Brown,  may  I  ask  you  a 

question  ? 

Mr.  Brown.  Certainly,  Mr.  Chairman. 

The  Chairman.  You  said  that  this  was  unsound  legislation.  Let 
us  assume,  for  the  sake  of  argument,  that,  taking  loft  buildings,  that 
there  is  a  shortage.  By  that  I  mean  that  the  man  has  nowhere  to  go, 
and  that  there  are  a  number  of  them,  and  that  exorbitant  rent  is  being 
asked.  Further,  that  the  reason  it  is  being  asked  is  because  the  land- 
lord is  in  position  to  say,  "If  you  do  not  like  this,  get  out." 

Thus  the  tenant  is  in  an  unhappy  situation.  Now,  in  a  case  of 
that  kind,  should  not  there  be  some  means  to  aid  him  and  prevent  the 
gouging  process  from  going  on? 
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Mr.  Brown.  I  would  like  to  answer  that,  Senator  Wagner,  in  a 
realistic  form,  because  I  have  been  20  years  in  this  business,  and  I 
know  these  situations  backward  and  forward,  and  I  have  worked 
with  these  tenants  during  good  times  and  bad  times,  this  thing  over 
a  very  long  period  of  time.  I  do  not  believe  that  any  such  situation 
as  that  exists. 

The  Chairman.  I  am  not  asking  you  that.  Now  I  am  assuming 
and  asking  you  to  assume  that  it  is  true. 

Mr.  Brown.  I  know  that  it  is  not  true. 

The  Chairman.  That  is  not  an  answer  to  my  question  at  all. 

Mr.  Brown.  If  you  want  a  hypothetical  answer  to  a  hypothetical 
situation. 

The  Chairman.  You  have  stated  that  the  legislation  is  unsound. 
I  am  inquiring  into  that. 

Mr.  Brown.  It  is  unsound  because  it  is  not  justified  by  the  facts. 

The  Chairman.  That  is  not  the  question  I  asked. 

Mr.  Brown.  Well,  if  you  want  a  hypothetical  answer  to  conditions 
such  as  you  described,  if  they  really  existed,  is  that  the  idea  ? 

The  Chairman.  That  is  the  point  I  am  trying  to  make. 

Mr.  Brown.  If  conditions  sucli  as  you  describe.  Senator,  reallj 
existed,  and  if  legislation  could  be  proposed  and  so  fashioned  that 
would  give  effect  to  the  equities  on  both  sides,  it  might  be  desirable, 
but  not  as  a  one-sided  proposition,  and  based  on  unproved  statements. 

The  Chairman.  I  said  assuming  that  it  was  true. 

Mr.  Brown.  I  think,  before  I  am  through,  if  you  will  permit  me, 
I  will  show  you  that  it  is  not  true. 

The  Chairman.  There  is  no  use  of  arguing  with  you,  if  you  do  not 
care  to  answer  the  question. 

Mr.  Brown.  I  was  present,  as  I  started  to  say,  at  this  hearing  of  the 
Senate  Small  Business  Committee,  at  which  Senator  Murray  and  Sen- 
ator Mead  were  present. 

And  where  Senator  Mead,  as  the  record  will  show  any  number  of 
times  during  that  hearing,  stated  that  he  felt  that  this  was  a  problem 
not  for  the  Federal  Legislature  but  for  the  local  authorities. 

The  report  of  this  committee  was  issued  possibly  a  month  and  a 
half  ago,  and  yet  we  find  Senator  Mead,  to  my  immense  surprise, 
coming  here  and  testifying  that  even  though  the  report  said  it  did  not 
recommend  any  legislation,  he  thinks  it  should  have  recommended 
legislation.  I  just  cannot  understand  that  statement  on  the  Senator's 
part. 

He  also  has  made  several  statements  indicating  that  the  situation 
in  the  State  of  New  York  is  simply  this :  That  the  State  of  New  York 
has  done  nothing  about  this  situation. 

And  he  hiis  imputed  to  the  Governor  of  New  York  a  statement  which 
the  Governor  or  his  attorney  did  not  make. 

The  Governor  stated,  in  his  letter,  and  it  is  on  the  letter,  that  under 
the  existing  law  he  had  no  power,  and  I  believe  everybody  knows  that 
is  a  fact. 

Now,  the  facts  are  these :  The  Stephens  committee  has  been  meeting 
all  during  tlie  summei-  and  early  fall.  They  have  had  private  meetings 
and  they  have  htid  public  hearings.  And  they  are  now  preparing  to 
issue  their  repoi-t. 

Assemblyman  Stephens  has  indicated  that  it  will  be  issued  on  tlie 
15th  or  the  20th  of  December. 
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Now,  Senator  Mead  also  pointed  out  that  Governor  Dewey  called 
a  special  session  of  the  legislature  of  the  State  of  New  York  for  the 
purpose  of  lengthening  the  voting  hours  in  New  York,  so  that  the  voters 
might  go  to  the  polls  later  in  the  day,  and  he  says  that  he  may  very 
well  have  included  in  that  call  this  question  of  rent  control. 

I  think  tliere  are  a  number  of  things  that  he  overlooked  in  arriving 
at  that  conclusion.    They  are  as  follows : 

No.  1,  If  he  had  done  that  he  would  not  have  given  the  legislative 
committee  an  opportunity  to  finisli  its  work  of  investigation. 

No.  2,  as  we  all  know,  he  was  very  busily  engaged  in  a  political  cam- 
paign. I  think  some  consideration  should  be  given  to  both  of  those 
facts. 

The  mere  fact  that  the  committee  had  not  had  an  opportunity  to 
complete  its  work  is  an  important  thing.  It  has  virtually  completed  its 
work  now  and  is  working  on  its  report. 

So  all  of  this  testimony  to  the  effect  that  the  State  of  New  York  has 
done  nothing,  and  the  Governor,  Governor  Dewey,  said  he  had  no 
power  to  do  so,  is  just  an  unfair,  untrue  statement. 

The  Ciiair3IAn.  I  do  not  tliink  my  colleague  intended  it  to  be  unfair 
or  untruthful  when  he  made  that  statement. 

Mr.  Brown.  I  do  not  think  he  did,  but  that  is  the  effect  of  it. 

The  Chairman.  He  said  he  was  unable  to  do  so? 

Mr.  Brown.  I  say  that  when  he  said  that  Governor  Dewey  was.  or 
that  Governor  Dewey  said  that  he  was,  powerless,  that  he  should  cer- 
tainly have  qualified  that  statement. 

The  Chairman.  Did  not  the  letter  say  that  it  was  not  possible  for 
him  to  do  so  under  the  present  conditions,  or  something  of  that  sort  ? 
I  think  we  have  that  letter  around  here  somewhere.  Did  not  the  letter 
say  it  was  a  national  proposition? 

Mr.  Broavn.  No  ;  I  think  the  letter  said,  and  the  record  will  show 
just  what  it  did  say,  that  under  tlie  existing  laws  he  had  no  power  to 
act  in  this  matter,  and  it  was  a  matter  that  should  be  taken  up  with  the 
O.  P.  A.  in  Washington. 

That  certainly  did  not  say,  "I  am  powerless,  go  and  take  it  up  with 
the  Federal  or  National  Government." 

The  Chairman.  His  letter  did  say  that  this  thing  had  been  taken 
care  of  in  the  Federal  statutes  in  that  it  said,  "This  power  does  exist 
in  the  Office  of  Price  Administration.  I  suggest  that  you  communicate 
your  views  to  the  Office  of  Price  Administration."    Is  that  not  so? 

Mr.  Brown.  Yes,  Senator  Wagner,  but  I  think  you  will  find  later 
on  there  was  an  admitted  mistake  on  the  part  of  counsel  to  the  Gov- 
ernor Avho  did  not  know  at  the  time  that  the  O.  P.  A.  powers  did  not 
encompass  commercial  rents. 

The  Chairman.  Very  well.  There  is  no  point  in  having  any  dis- 
pute about  it  now. 

Mr.  Brown.  Ma}^  I  go  on  to  some  of  their  testimony? 

The  Chairman.  Certainly. 

Mr.  Brown.  Mr.  Halperin  testified  here  yesterday  for  quite  some 
time.  I  remember  that  he  testified  with  respect  to  the  Siegel-Cooper 
Building,  in  connection  with  the  Cohen-Goldman  lease. 

Cohen-Goldman  is  a  multimillionaire  clothing  concern.  And  they 
recited  a  large  increase  in  their  present  rental  to  $81,000  per  annum. 
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Did  he  tell  the  committee  that  this  rental  of  $81,000  is  for  three 
floors,  and  that  in  earlier  years  Cohen-Goldman  had  paid  $66,000 
for  one  floor,  or  one-third  of  the  space  they  now  occupy? 

And  he  stated  that  the  real-estate  men  had  testified  at  New  York 
hearings  that  rent  control  was  a  matter  for  the  National  Legislature, 
and  in  Washington  stated  that  it  is  a  matter  for  State  action. 

The  first  part  of  this  statement  is  a  deliberate  falsehood.  No  one 
representing  real  estate  ever  made  a  statement  that  the  control  of 
commercial  rents  is  a  matter  for  the  National  Legislature. 

The  second  part  of  liis  statement  is  correct,  we  did  and  now  do 
state  that  this  matter  is  one  that  should  be  and  is  being  considered 
by  the  State. 

Coming  now  to  the  Zuckerman  testimony.  Zuckerman  testified  that 
the  mayor's  committee  on  mediation  functioned  in  1942.  This  is 
incorrect,  it  was  not  constituted  until  1948. 

He  stated  that  the  mayor's  committee  mediated  office  rentals.  This 
is  untrue.  It  was  known  as  the  mayor's  loft  mediation  committee,  and 
did  not  have  before  it  any  office  rentals  for  mediation. 

He  gave  that  analysis 

The  Chairman  (interposing).  If  I  may  interrupt.  Who  was  it 
that  said  that? 

Mr.  Brown.  Mr.  Zuckerman.  He  gave  an  analysis  of  the  cases 
handled  and  the  increases  granted. 

Some  of  the  increases  were  substantial,  hence  the  facts  adduced  must 
have  justified  the  increases. 

Most  certainly  the  work  of  the  committee  which  was  praised  by 
Mayor  LaGuardia,  established  the  necessity  for  examining  each  indi- 
vidual case  so  that  justice  might  be  done,  and  that  obviously  a  single 
standard  of  percentage  could  not  be  applied  to  fit  all  cases. 

Mr.  Schwab  testified  that  realty  representatives  stated  at  hearings 
before  the  Stephens  committee  in  New  York  that  only  2  percent  of 
commercial  rents  had  been  increased. 

I  charge,  gentlemen,  that  this  last  testimony  is  a  premeditated  at- 
tempt to  deceive  your  committee. 

Here  is  the  reason : 

At  the  last  hearing  of  the  Stephens  committee  Mr.  Schwab  made 
this  same  charge,  namely,  that  we  had  claimed  that  only  2  percent  of 
commercial  rents  had  been  increased. 

I  called  Mr.  Schwab's  attention  to  the  fact  that  no  one  representing 
real  estate  ever  made  such  a  statement,  and  that  he  was  distorting 
our  statement  that  rent  paid  by  manufacturing  tenants  in  loft  build- 
ings was  less  than  2  percent  of  sales. 

Mr.  Schwab  was  told  by  Mr.  Stephens,  chairman,  and  by  Mr.  Kap- 
lan, counsel,  that  my  statement  was  correct,  and  the  transcript  of  the 
hearing  showed  it  so,  and  that  Mr.  Schwab  was  wrong. 

And,  yet,  gentlemen,  he  had  the  effrontery  yesterday  to  repeat  this 
misstatement  to  this  committee. 

I  leave  it  to  the  judgment  of  you  gentlemen  whether  any  of  Mr. 
Schwab's  testimony  is  to  be  believed,  in  view  of  his  willful  misstate- 
ment with  regard  to  this  matter. 

Turning  now  to  the  testimony  of  other  tenant  representatives : 

It  has  been  testified  to  here,  that  yearly  leases  had  been  the  uni- 
versal custom  in  loft  buildings  in  New  York.    This  is  not  true. 


Prior  to  the  depression  3-,  5-,  and  10-year  leases  were  the  customary 

terms  of  loft  leases.  i      ii     j 

The  depression  brought  about  yearly  leases,  because  landlords  were 
unwilling  to  tie  up  space  at  depression  rentals,  for  more  than  a  year, 
always  hoping  for  better  conditions  which  would  enable  them  to  get 

more  economic  rentals.  .  ,    -i  v  j 

Testimony  was  offered  here  yesterday  concernmg  a  building  owned 
by  the  East  River  Savings  Bank  to  the  effect  that  while  the  bank 
owned  the  property,  rents  were  not  increased,  but  that  as  soon  as  it 
sold  the  building  the  new  owner  raised  rents. 

But  the  gentlemen  who  testified  thus,  failed  to  point  out  to  this 
committee  that  the  bank  owned  the  property  free  and  clear,  and  that 
the  new  owner  had  to  pay  mortgage  interest  and  amortization,  and 
unquestionably  had  to  have  more  income  to  defray  these  charges. 

Now,  as  to  this  much  vaunted  scarcity  of  space.  We  do  not  deny 
that  there  is  a  scarcity  of  loft  space  in  the  garment  district  of  New 
York  City.    We  do  not  deny  that  such  space  is  scarce. 

But,  we  do  wish  to  call  to  the  attention  of  this  committee  that  this 
condition  is  due  to  a  number  of  factors,  one  of  which  is  caused  by 
numerous  tenants,  and  certainly  directly  chargeable  against  those 

tenants.  .       i.  -i      i.i 

The  factor  I  refer  to  here,  is  the  use  by  tenants  of  considerable 
space  for  hoarding  piece  goods,  trimmings,  boxes,  and  other  supplies 
to  insure  continuous  opportunity  to  make  huge  profits. 

One  such  tenant  was  asked,  "Why  don't  you  give  up  this  space  so 
that  other  tenants  could  use  it  for  actual  operations?  Do  you  know 
that  you  are  paying  a  rental  of  $8,000  a  year  for  storing  these  things?" 

The  reply  was,  "It  isn't  costing  me  $8,000  a  year.  Uncle  Sam  is 
paying  95  percent  of  it,  because  I'm  in  the  top  brackets." 

Now,  Mr.  Lurie  testified  here  with  respect  to  New  Bedford,  Mass., 
about  rent  increases. 

He  did  not  state,  however,  whether  any  of  these  increases  were  for 
additional  space  leased  due  to  war  business. 

Nor  did  he  state  what  rentals  were  before  the  depression.  It 
may  well  be  that,  as  in  New  York  City,  with  all  the  increases,  the 
new  rental  will  not  even  approximate  the  rentals  paid  for  similar 
space  before  the  depression. 

Mr.  Lurie  did  not  tell  you  that  in  1935,  when  manufacturers  left 
New  York  City  in  droves,  at  a  time  when  rents  were  at  their  lowest, 
New  Bedford,  Fall  River,  and  other  New  England  towns  were  the 
very  communities  which  invited  the  manufacturers  to  move  their 
factories  to  these  towns,  offering  free  rent  for  a  year  or  two,  much 
lower  labor  costs,  tax  exemptions,  and  so  forth,  to  entice  tenants  to 
their  ghost  towns. 

I  am  wondering  if  the  rent  increases  Mr.  Lurie  speaks  of  doesn't 
touch  some  of  these  situations,  particularly  in  the  absence  of  figures 
as  to  what  rents  were  over  a  long  period  of  years. 

I  would  like  to  dwell  upon  this  at  a  little  lengtli,  and  review  some 
of  the  factors  in  connection  with  it.  For  instance,  one  of  the  reasons 
that  these  manufacturers  have  come  back  here,  is  not  that  they  par- 
ticularly wanted  to  come  back,  but  because  of  the  war  situation. 

Now,  in  this  summary,  which  covers  my  explorations  that  I  made 
with  respect  to  these  41  complaints  in  the  garment  district,  I  asked  the 
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owners  and  agents  to  supply  me  with  the  comparison  of  1928  rentals 
with  1944  rentals. 

I  did  not  pick  the  year  1928  myself,  but  I  picked  it  because  Mayor 
LaGuardia  picked  it,  and  he  picked  it  because  that  is  the  year  that  he 
chose  to  show  the  difference  between  the  assessment  values  then  and 
in  1944-45. 

In  no  instance  of  these  41  cases  did  the  total  rent  roll  ever  come  up 
to  the  total  rent  roll  in  1928. 

I  would  like  to  give  that  because  as  a  matter  of  fact,  I  would  say 
that  in  no  case  has  it  ever  recovered  more  than  60  percent. 

Now,  going  back 

Senator  Hawkes  (interposing).  May  I  interrupt  you  for  just  a 
moment  ? 

Mr.  Brown.  Certainly. 

Senator  Hawkes.  You  said  the  total  rent  roll  of  the  building. 

Mr.  Brown.  Yes. 

Senator  Hawkes.  How  about  the  individual  cases  in  the  building, 
were  there  some  individual  tenants  in  the  building  who  were  paying 
more  than  they  paid  in  1928? 

Mr.  Brown.  I  do  not  know  of  a  single  instance  in  the  entire  gar- 
ment center,  the  garment  district,  where  there  is  any  tenant  paying 
as  much  as  he  paid  in  1928,  in  spite  of  all  the  testimony  that  has  been 
offered  here. 

Senator  Hawkes.  Thank  you.     Proceed. 

Mr.  Brown.  Now,  going  back  to  New  Bedford,  Mass.  Mr.  Lurie 
did  not  tell  you,  maybe  he  does  not  know  it,  that  in  1935,  when  manu- 
facturers left  New  York  City  in  droves,  that  they  did  this  for  their 
own  benefit,  as  I  have  indicated  here  before,  and  went  to  these  towns 
such  as  New  Bedford,  Fall  River,  and  other  New  England  towns,  and 
the  very  communities,  which  as  I  have  said,  had  invited  these  manu- 
facturers to  move  their  factories  up  to  these  towns,  offering  them 
free  rent  for  a  year,  or  very  low  rent,  and  much  lower  labor  costs,  tax 
exemptions,  and  so  forth,  and  so  on,  and  induced  these  tenants  to  go 
there  and  fill  out  their  towns  which  were  then  almost  nothing. 

I  am  wondering  if  the  rent  increases  to  which  Mr.  Lurie  refers  do 
not,  in  fact,  lie  in  some  of  these  very  situations,  and  if  they  do  not 
bring  about  the  general  statements  that  have  been  made  here.  I  think 
that  that  is  quite  possible,  particularly  in  view  of  the  absence  of  any 
definite  figures. 

Moreover,  in  that  period,  it  is  well  known  that  the  New  England 
people,  particularly  the  New  England  Power  Co.,  was  sending  repre- 
sentatives down  into  New  York  City  and  urging  these  factories  to 
move  up  to  New  England  in  order  to  use  the  power  generated  by  the 
New  England  Power  Co. 

There  would  be  also  the  enticement  of  low  labor  costs,  as  compared 
with  the  New  York  situation,  lower  taxes,  and  generally  lower  expense 
of  operation. 

They  were  guaranteed  a  labor  market.  And  they  fell  for  it,  and  a 
lot  of  them  moved  up  there,  and  moved  out  of  New  York  with  a  con- 
siderable amount  of  speed.  And  a  lot  of  them  made  an  awful  lot 
of  money. 

In  fact,  the  only  thing  that  ever  brought  them  back  to  New  York 
was  the  situation  of  the  war,  in  these  buildings  and  factories  and 
industrial  properties  being  needed  for  the  war  effort. 
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I  predict,  gentlemen,  freely  that  when  the  European  phase  of  this 
war  ends  you  will  again  see  a  large  exodus  of  manufacturers  from 
New  York  City,  and  particularly  the  garment  district. 

And  it  will  not  be  because  of  labor  chiefly,  but  lower  taxes,  as  well 
as  lower  cost  and  better  labor  conditions,  in  some  of  these  small  towns, 
and  also  such  things  as  better  sun,  better  air,  and  better  light. 

Certainly  when  that  happens,  and  it  will  happen  very  quickly  after 
the  cessation  of  the  European  phase  of  the  war,  you  are  going  to  have 
plenty  of  space  in  the  garment  district  of  New  York. 

You  had  it  before  the  war,  and  the  minute  the  war  is  over  in  Europe 
there  are  projects  also,  and  very  large  plans  have  been  laid,  which 
involve  million  of  square  feet  of  extra  space  in  the  garment  district. 

In  fact,  there  is  one  in  particular  that  you  might  know  of,  Senator 
Wagner,  from  Thirty-eighth  Street  to  Thirty -ninth  Street,  on  Broad- 
way, and  going  all  the  way  through  to  Seventh  Avenue.  This  is  a 
property  which  Mr.  Lou  Abrons  has  assembled.  This  runs  into  a 
million  feet  by  itself. 

Now,  Mr.  Halperin,  an  attorney  representing  tenants,  testified  at 
great  length  yesterday. 

This  morning,  in  response  to  a  question  from  a  member  of  your 
committee,  he  stated  that  he  would  be  glad  to  comment  after  the 
realty  people  had  testified. 

It  is,  of  course,  within  the  power  of  the  chairman  to  decide  if  the 
tenants  have  had  their  day  in  court  or  if  they  may  be  permitted  to 
testify  again  and  again. 

If  the  Chair  decides  to  hear  Mr.  Halperin  in  rebuttal,  may  we  ask 
for  the  same  privilege  of  rebutting  their  further  testimony  ? 

Now,  if  there  are  any  questions  that  I  may  answer,  I  should  be 
glad  to  do  so. 

The  Chairman.  Is  Mr.  Lurie  here  ? 

Mr.  Lurie.  Yes,  Mr.  Chairman.  I  can  answer  directly,  if  you  have 
some  questions. 

The  Chairman.  About  the  situation  that  exists  in  New  England? 

Mr.  Lurie.  I  should  be  glad  to. 

FURTHER   STATEMENT   OP   REUBEN   LURIE,   REPRESENTING   A 
GROUP  OF  COMMERCIAL  TENANTS  OF  NEW  BEDFORD,  MASS. 

Mr.  Chairman,  and  gentlemen  of  the  committee,  just  for  the  record, 
I  might  say  that  my  name  is  Reuben  Lurie  and  that  I  represent  a  group 
of  commercial  tenants  in  New  Bedford,  Mass.,  and  have  a  general  in- 
terest in  the  New  England  situation.    I  live  in  Boston,  Mass. 

The  Chairman.  Can  you  tell  the  committee  something  about  the 
amount  of  savings  that  were  effectuated  in  the  New  England  terri- 
tory and  what  the  situation  was  as  to  some  of  these  buildings  before 
and  after  as  to  the  rent  ? 

Mr.  Lurie.  I  can  answer  that,  in  particular,  since  there  is  one  ex- 
ample that  has  come  to  my  attention. 

This  man  was  told  that  he  would  have  to  take  additional  space  that 
he  does  not  need  and  that  he  cannot  use,  or  else  he  would  have  to  get 
out.    That  is  only  one  example. 

So  far  as  I  am  aware.  Senator,  none  of  these  tenants  that  I  men- 
tioned migrated  from  New  York.    My  impression  is,  and  I  will  verify 
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it  on  my  return  to  Boston,  Mass.— I  come  from  Boston,  as  I  said— and 
will  send  you  exact  information. 

Let  me  say,  with  regard  to  the  question  as  to  what  the  rental  value 
of  this  particular  property  was  during  this  prior— that  is,  during  and 
]ust  prior  to  the  depression— it  is  impossible  for  me  to  give  you  that  in- 
formation, because,  as  I  stated  here  this  morning,  this  was  operated  by 
one  mill  originally ;  the  entire  property  was  one  mill. 

When  the  mill  went  out,  then  it  was  broken  up  into  small  units,  and 
small  tenants  came  in.  Therefore,  I  have  no  direct  answer  to  the  state- 
ment made  by  Mr.  Brown. 

The  Chairman.  When  did  the  small  tenants  come  in,  or  about  when  f 

Mr.  LuRiE.  I  would  say  that  they  have  been  there,  from  my  own  in- 
formation as  to  that  situation  there  for  from  6  to  8  years,  and  perhaps 
9  years  in  one  case. 

I  do  remember  at  the  conference  that  I  heard  one  of  the  men  say 
that  he  had  been  a  tenant  for  14  years. 

And  with  regard  to  the  situation  now  as  to  labor.  The  situation 
with  regard  to  labor,  that  I  must  differ  with  Mr.  Brown  for  this  reason, 
that  Massachusetts  has  long  been  a  rather  well-organized  labor  com- 
munity. 

In  New  Bedford  that  was  one  of  the  towns  that  was  fairly  well  or- 
ganized. 

Brockton  was  also  well  organized.  It  is  true,  and  I  will  agree  with 
Mr.  Brown,  that  Fall  River  represented  a  very  unfortunate  situation. 
The  city  was  in  very  extreme  financial  chaos,  and  a  commission  had  to 
be  appointed  by  the  Governor  and  the  legislature  in  order  to  manage 
the  town  for  a  time. 

And  a  number  of  sweatshop  industries  came  in  there.  The  minister 
or  commissioner  of  labor  undertook  to  administer  the  minimum-wage 
laws  so  extremely  well  that  some  of  the  sweatshop  industries  paid 
penalties  that  ran  into  many  thousands  of  dollars,  and  the  situation 
improved,  and  it  improved  rather  quickly. 

So  that  while  I  think  that  Fall  River  perhaps  might  be  a  basis  for 
what  Mr.  Brown  says,  I  say  that  I  cannot  go  that  far  with  him  as 
far  as  New  Bedford,  Brockton,  and  other  similar  places. 

Mr.  Brown.  I  would  like  to  answer  Mr.  Lurie  and  say  this  one 
thing,  that  I  did  not  indicate  or  endeavor  to  infer  that  these  same 
tenants  were  the  ones  that  came  from  New  York,  but  what  I  was 
trying  to  show  was  the  factor  that  caused  this  very  serious  decline 
and  very  low  rentals  in  all  of  this  property  for  a  very  long  period 
of  time. 

Mr.  Lurie.  I  would  like.  Senator,  to  repeat  that  I  will  send  to  the 
Senator  the  information  without  delay,  as  soon  as  I  return  to  Boston. 

The  Chairman.  Mr.  Lurie,  you  are  going  to  give  us  these  addi- 
tional facts? 

Mr.  Lurie.  I  will  do  so  as  soon  as  I  return  to  Boston.  I  will  see 
that  you  get  them. 

STATEMENT  OF  MELVIN  BROWN— Resumed 

Mr.  Brown.  Mr.  Chairman,  I  am  ready  to  continue  with  my  state- 
ment, if  you  desire. 

Senator  Taft.  Mr.  Brown,  I  want  to  ask  you  a  question  that  I  still 
have  never  gotten  much  of  an  answer  to. 
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Mr.  Brown.  Yes,  Senator.  I  will  try  to  answer  it  to  the  best  of 
my  ability. 

Senator  Taft.  Is  there  any  rate  per  square  foot  for  loft  buildings, 
purely  and  arbitrarily  taken  out  of  the  air,  that  these  landlords  want 
to  get ;  do  they  want  to  go  back  to  some  particular  rate  that  they  have 
in  mind  to  which  they  think  they  are  entitled  ? 

Mr.  Brown.  I  will  be  glad  to  give  you  an  exact  figure,  because  I 
have  lived  through  all  of  these  times  oi  high  rents  and  low  rents  and 
medium  rents  and  all  sorts  of  rents. 

The  manufacturing-loft  buildings  in  New  York  City  do  not  rent 
their  space  on  a  per  square-foot  basis  so  far  as  the  tenant  is  concerned. 

The  tenant  does  not  buy  square  feet,  but  he  buys  a  unit  into  which 
can  be  fitted  his  machines,  his  cutting  tables,  and  his  shop  room,  his 
office  room,  reception  room,  dressing  room,  business  and  show  rooms. 

So  far  as  the  landlord  is  concerned,  there  is  a  square- foot  price. 
And  I  think,  as  Senator  Hawkes  may  have  indicated  that  it  depends 
largely  on  the  age  of  the  building,  the  type  of  building,  the  location 
of  the  building,  and  the  service  that  is  given  in  the  building. 

Senator  Taft.  Take  a  new  building,  what  does  it  figure?  What 
does  he  figure  that  he  would  like  to  get  per  square  foot  for  his  loft 
space  ? 

Mr.  Brown.  That  also — ^I  am  not  trying  to  evade,  because  I  am 
going  to  give  you  specific  examples — that  depends  on  the  building 
itself,  its  location,  its  type,  its  age,  and  its  service. 

Let  us  take  a  specific  example  of  a  building,  a  building  in  the  loft 
district,  in  the  garment  center,  let  us  say,  in  1928  when  building 
costs  were  high  and  land  costs  were  high. 

Senator  Taft.  Yes.    Give  us  the  situation  there. 

Mr.  Brown.  I  would  say  that  the  figure  at  that  time  contemplated 
was  close  to  $2  per  square  foot  for  manufacturing  loft  buildings, 
that  is  the  set-up  on  which  the  financing  was  based,  at  any  rate. 

Senator  Taft.  That  was  certainly  an  inflated  price,  that  is,  I  sup- 
pose the  highest  that  we  have  had  mentioned  here  because  I  believe 
the  highest  we  had  mentioned  here  on  yesterday  was  something  under 
$1  per  square  foot. 

Mr.  Brown.  That  certainly  cannot  be  for  any  space  in  the  gar- 
ment district  of  New  York,  as  we  know  it,  and  that  includes  the 
territory  on  Broadway  and  Seventh  Avenue  in  prime  locations,  cer- 
tainly on  the  avenues  themselves.  Even  in  the  very  worst  of  times, 
there  would  not  be  any  such  price  as  that. 

Senator  Taft.  As  near  as  I  can  remember  it,  Cincinnati  has  a 
figure  of  40  cents. 

Mr.  Brown.  I  can  tell  you  the  reason  for  that.  I  happen  to  know 
what  the  situation  is  outside  of  New  York  and  what  the  situation  is 
in  New  York  City.  The  situation  there  is  quite  foreign  to  what  it  is 
inside  of  New  York  City.  A  loft  building  does  not  mean  anything 
like  what  a  loft  building  means  in  New  York  City,  when  you  consider 
one,  for  instance,  in  Cincinnati.    That  is  for  the  following  reasons: 

No.  1 :  Your  loft  building  out  of  town  is  usually  a  small  structui'e 
in  height.    They  have  very  little  in  the  way  of  service. 

In  New  York  City,  there  are  a  great  many  skyscraper  loft  struc- 
tures. Excellent  service  is  given.  And,  of  course,  the  land  costs  in 
New  York,  as  you  know,  have  always  been  a  great  deal  higher  than 
out  of  town. 


] 


194 


RENT  CONTROL  FOR  BUSINESS  ACCOMMODATIONS 


Senator  Taft.  Yesterday  we  had  the  402  Lafayette  Street,  New 
York,  one  of  the  biggest  increases  testified  to,  my  recollection  is,  at 
any  rate,  and  it  is  34,000  square  feet.  The  rental  there  originally 
was  about  $7,500,  which  would  be  about  20  cents,  and  the  complaint 
has  been  made  that  they  increased  that  gradually  to  $17,500,  in  1944, 
and  that  now  is  to  be  increased  to  $27,000,  plus  $5,000  bonus,  or  some- 
thing of  that  sort,  or  a  total  of  $32,000  in  1945,  which  is  still  less 
than  $1  Y>er  square  foot.    What  can  you  tell  us  about  that? 

Mr.  Brown.  That  is  not  in  garment  district.  I  can  only  testify 
as  to  what  t^ikes  place  in  the  garment  district,  a  rather  large  cross 
section  of  buildings,  loft  buildings  in  New  York  City. 

Senator  Taft.  Where  is  this  garment  section  or  district? 

Mr.  Brown.  The  garment  district  is  roughly  between  Fifteenth 
Street  and  Forty-first  Street,  and  it  is  on  the  west  side  of  Man- 
hattan. 

For  example,  in  the  Midtown  Association,  of  which  I  am  vice 
president,  we  have  155  buildings  with  a  total  assessed  valuation  of 
$135,000,000.  Those  are  largely  manufacturing  loft  buildings  in  the 
garment  district — garments,  furs,  needle  trades,  and  so  forth. 

Now,  Lafayette  Street,  is  in  the  downtown  section  of  New  York, 
and  I  do  not  know  much  about  it,  but  I  think  that  is  an  old  building. 

Senator  Haw^kes.  What  can  you  say  as  to  the  classification  of  298 
Fifth  Avenue? 

Mr.  Brown.  298  Fifth  Avenue? 

Senator  Hawkes.  That  is  the  Textile  Building. 

Mr.  Brown.  The  Textile  Building,  I  think  that  is  largely  a  show- 
room. 

Senator  Hawkes.  It  is  a  showroom,  but  it  is  a  loft  building,  just  the 
same,  some  type  of  loft  building,  is  it  not? 

Mr.  Brown.  I  do  not  think  there  is  any  manufacturing  that  goes 
on  in  there.  Senator.    I  think  it  is  wholly  a  showroom. 

Senator  Hawkes.  Do  you  mean  that  a  loft  building  must  of  neces- 
sity mean  a  building  in  which  manufacturing  goes  on  ? 

Mr.  Brown.  No  :  there  are  loft  buildings  where  items  are  sold,  but 
on  the  Fifth  Avenue  location,  I  would  say  that  that  would  be  regarded 
in  the  industry  as  a  showroom  proposition,  because  it  is  on  Fifth 
Avenue. 

Tlie  Chairman.  Any  questions?     Thank  you,  Mr.  Brown. 

Whom  do  you  have  next? 

Mr.  Dailey.  Mr.  Sheaff.  Mr.  Sheaff  is  vice  president  of  one  of  the 
largest  management  agents  in  New  York,  and  also  chairman  of  the 
rental  conditions  committee  of  the  real-estate  board,  and  therefore, 
I  submit  that  he  is  fully  able  to  give  you  proper  information  as  to 
rentals,  and  he  would  like  to  speak  on  behalf  of  that  particular  group. 

The  Chairman.  We  have  heard  a  great  deal  about  that.  If  you  can 
make  it  brief  I  think  it  would  be  helpful. 

Mr.  Dailey.  We  can  make  it  pretty  brief.  We  realize  that  there  is 
a  need  for  time,  but  at  the  same  time  the  point  has  arisen  and  we  feel 
that  we  must  cover  it,  because  this  legislation,  if  passed,  is  in  such 
form  that  it  wil  cover  the  commercial  rents  whether  or  not  it  is  in 
stores  or  whether  it  is  in  offices,  or  whether  it  is  in  lofts. 

The  Chairman.  That  depends  on  what  the  committee  decides  to  do. 
I  think  Mr.  Whiston  covered  that  situation  rather  fully,  when  he  be- 
gan this  afternoon.    Will  you  be  very  long  ? 
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Mr.  Sheaff.  I  would  like  3  minutes,  Senator. 

The  Chairman.  I  w  ill  allow  you  sufficient  time.  I  am  not  limiting 
you,  except  I  do  not  think  we  ought  to  have  any  repetition. 

STATEMENT  OF  L'HTJILLIER  S.  SHEAFF,  NEW  YORK  CITY,  N.  Y., 
CHAIRMAN,  RENTAL  CONDITIONS  COMMITTEE  OF  THE  REAL 
ESTATE  BOARD 

Mr.  Sheaff.  My  name  is  L'Huillier  S.  Sheaff.  I  am  general  chair- 
man of  the  rental  conditions  committee  of  the  Real  Estate  Board  of  the 
City  of  New  York. 

1  merely  want,  sir,  to  produce  and  put  before  you  the  local  New 
York  picture,  rather  than  the  composite  picture  for  the  country,  be- 
cause so  much  testimony  has  been  given  with  respect  to  New  York 
City  that  I  feel  that  a  very  confused  building  picture  has  been  brought 
about,  and  I  think  that  I  can  clear  this  up  in  a  very  few  words. 

Now,  as  general  chairman  of  the  rental  conditions  committee  of  the 
real  estate  board,  I  am  supervising  13  district  committees  that  keep 
records  regarding  occupancy  and  rentals  in  various  business  districts, 
apartment  districts,  and  store  districts  in  New  York  City. 

In  our  office  building  work  we  cover  seven  districts,  and  as  an  ad- 
junct of  the  committee,  we  make  regular  reports  of  the  rental  condi- 
tions three  times  a  year. 

I  have  before  me  the  September  1,  1944,  report  which  shows  the 
vacancy  in  office  buildings  at  two  and  a  half  million  square  feet  of 
rentable  office  space,  plus  272,000  square  feet  of  rentable  office,  or  rather 
rentable  store  buildings  or  store  space. 

Now,  something  has  been  said  by  Mr.  Whiston  with  respect  to  the 
pending  giving  up  of  space  by  the  Government  as  the  war  effort  is 
diminished  in  Europe. 

I  was  only  informed  yesterday  that  in  one  of  our  buildings  down- 
town, the  Army  is  going  to  give  up  four  floors,  very  large  floors. 
You,  Senator  Wagner,  know  the  building,  which  is  at  165  Broadway. 

The  Chairman.  I  know  it  very  well. 

Mr.  Sheaff.  We  have  in  our  buildings  in  the  city  over  4,000,000  feet 
of  Government-occupied  office  space  at  the  present  time,  of  which  a 
goodly  portion  will  be  given  up. 

Now,  it  is  quite  obvious  that  with  this  overhanging  of  Government 
space,  plus  two  and  a  half  million  square  feet  actually  vacant  space, 
there  is  no  emergency  with  respect  to  office  occupancy. 

I  think  with  respect  to  office  rentals  I  would  like  to  just  say  a  word 
in  supplement  of  Mr.  Whiston's  in  order  to  give  you  the  New  Y^ork 
picture. 

The  Chairmat^^.  Yes. 

Mr.  Sheaff.  You,  Senator,  are  as  familiar  as  any  of  us  with  120 
Broadway,  the  P]quitable  Building.  That  building,  at  the  present 
time — which,  incidentally,  is  considered  to  be  among  one  of  the  finest 
office  buildings  in  the  country,  if  not  in  the  world — is  in  a  process 
of  reorganization  in  the  Federal  district  court  before  Judge  Knox. 

Now,  in  the  record  of  that  court  there  is  a  statement  as  to  income 
and  expense  on  that  building  from  the  time  it  was  opened  down  to 
the  present  time. 

In  order  to  make  a  short  record  and  give  you  a  very  short  record 
as  to  something  of  interest  in  this  matter  of  square  feet,  there  has 
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been  a  considerable  discussion  of  per  square  feet  here,  Senator,  so 
that  you  may  have  a  basis  of  comparison,  I  might  say  that  in  1931 
the  income  of  the  Equitable  Building  on  account  of  rents  was  $5,792,- 
000,  including  sundries,  it  was  $6,333,000.  The  net  income  was 
$4,389,000. 

The  rent  per  square  foot  was  $4.96.    The  occupancy  was  99  percent. 

As  of  1943  the  total  rental  income  had  dropped  to  $2,603,000.  The 
income,  gross  income  including  charges  for  electric  current  was  $2,- 
895,000.  The  net  income  was  $992,000,  or  less  than  one-fourth  of  what 
it  was  in  1931. 

The  rate  per  square  foot  was  $2.45.  The  occupancy  was  82.7 
percent. 

Those  are  figures  in  the  records  of  the  Federal  court  which  are  now 
being  considered  in  connection  with  the  question  of  reorganization 
of  that  building,  the  Equitable  Building. 

I  also  would  like  to  put  in  evidence  a  chart  showing  the  average  rate 
per  square  foot  for  space  in  20  office  buildings  located  south  of  Court- 
landt  Street,  Manhattan,  New  York  City. 

Total  area  of  these  buildings  is  7,416,123  square  feet. 

In  1930  the  average  rate  per  square  foot  was  $4.34.  The  low  point 
was  not  reached  until  1943,  when  the  average  rate  was  $2.26.  And  in 
the  year  1944  that  has  undergone  an  increase  to  $2.34.  Of  course,  the 
actual  income  has  increased  more  than  that  because  of  the  fact  that 
occupancy  has  not  been  the  same  throughout  the  period. 

The  Chairman.  Part  of  the  Navy  Department  is  in  there  now, 
in  some  of  these  floors  at  120  Broadway  ? 

Mr.  Sheaff.  Yes.  They  have  considerably  increased  their  space 
there.    We  have  a  considerable  Government  occupancy. 

I  am  sure  you  will  appreciate  the  fact  that  in  case  of  reorganization 
of  certain  office  buildings — and  you,  yourself,  were  a  receiver  for  one  of 
the  large  buildings  uptown,  the  Lincoln  Building,  Senator  Wagner,  it 
was  necessary  during  1935  to  accept  even  rentals  that  did  not  bear 
any  relationship  whatsoever  to  the  economic  rental  value  for  the  prop- 
erty.   You  will  recall  that  situation. 

The  Chairman.  I  remember  the  Lincoln  Building. 

Mr.  Sheaff.  I  might  add,  too,  tliat  in  the  courts  of  the  State  of  New 
York  day  in  and  day  out  Mayor  LaGuardia's  real-estate  representa- 
tives, in  appraising  property  for  certiorari  proceedings  testified  time 
and  time  again  that  landlords  should  be  receiving  rentals  that  were  far 
in  excess  of  the  rentals  that  the  statements  of  the  owners  showed.  And 
the  intention  of  the  State  and  city  is  that  those  rentals  should  be 
supported  in  order  to  support  the  excessive  assessments  on  many  of 
our  office  structures. 

As  far  as  store  space  is  concerned,  there  is  no  shortage  of  store 
space.  There  are  plenty  of  vacant  stores.  In  many  sections  the  rentals 
have  not  gone  up  comparably,  and  in  other  sections  they  have  gone 
up  where  it  is  on  a  percentage  basis. 

I  can  cite  store  after  store  where  rentals  are  still  far  less  than  50 
J)ercent  of  what  they  were  in  1926. 

The  Chairman.  Are  there  any  questions  anyone  desires  to  ask? 

Senator  Hawkes.  I  would  like  to  ask  a  question,  Senator. 

The  Chairman.  Proceed. 
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Senator  Hawkes.  I  would  like  to  ask  a  question  of  you,  Mr.  Sheaff. 
Do  you  think  that  in  any  instance  any  of  these  stores  have  reached 
the  figure  that  they  had  in  1926? 

Mr.  Sheaff.  Some  have.  j. .  u      o 

Senator  Hawkes.  Can  you  tell  us  about  some  of  those  f 

Mr  Sheaff.  Very  few  have  reached  that  figure.  The  ones  that 
have  shown  an  increase  are  stores  on  a  percentage  basis  m  certain  imes 
of  business,  such  as  restaurants  located  in  prime  locations.  ^ 

Such  a  store  is  Stauffer's  Restaurant  on  Pershing  Square,  right 
opposite  Grand  Central  Station.  There  the  rental  is  7  percent  and 
the  owner  today  is  getting  a  substantial  increase. 

The  Chairman.  What  one  is  that?  .j      ui 

Mr.  Sheaff.  Stauffer's  Restaurant,  occupying  a  very  considerable 
amount  of  space,  I  think  30,000  feet.      .        ,       .  , 

Senator  Hawkes.  But  it  is  vour  feeling  that  m  any  case  where  an 
arbitrary  rental  has  been  put  on  that  and  paid,  that  it  does  not  have 
anything  to  do  with  percentage  of  sales,  that  is,  it  has  not  reached 
up  as  high  as  the  1926^30  levels  ? 

Mr  Sheaff.  Not  to  my  knowledge,  and  I  know  many,  many  of 
them.  I  have  lived  in  the  city  there  for  21  years,  and  have  been  oc- 
cupied in  the  renting  and  management  of  office  buildings. 

The  Chairman.  Thank  you  very  much. 

(The  chart  referred  to  is  as  follows :  ) 

AVERAGE  RATE  PER  SQUARE  FOOT  FOR  SPACE  IN  20  OFFICE  BUILDINGS 
LOCATED  SOUTH  OF  CORTLANDT  STREET,  MANHATTAN 

RATc  TOTAL  AREA  OF  THESE  BUILDINGS- 7.416,123  SQ.FT. 

$4.50 


AVCMA* 

RATt 


$4.00 


$3.50 


$3.00 


$2.50 


$2.00 


|3.tS 


>4.34 


1*44 


$4.50 


$4.00 


|2.Z« 


$3.50 
$3.00 

$2.50 
$2.00 


The  Chairman.  Mr.  Dailey? 

STATEMENT  OF  CLARKE  G.  DAILEY— Resumed 

Mr.  Dailey.  Mr.  Chairman  and  members  of  the  committee,  I  do 
not  believe  it  is  necessary  for  me  to  add  anything.  However,  I  would 
like  to  leave  this  thought  with  you.  It  is  my  own  belief  that  as  to  offices 
and  stores,  that  they  have  no  place  here  at  all,  and  that  they  should 
be  taken  out;  stores  and  offices  rents  are  not  in  the  same  position  with 
loft  buildings  and  industrial  buildings. 

There  is  a  specific  reason  for  increased  rents. 
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That  IS  the  only  way  to  get  anything  like  a  reasonable  return  on 
property,  because  presumably  rentals,  when  properties  were  built 
had  then  only  a  reasonable  return. 

Now,  how  are  you  ever  going  to  get  up  to  that  point  unless  there 
is  more  return  by  a  rise  in  rent  ^  One  objection  to  this  bill  is  that  it  has 
no  recommendation  to  cover  the  different  equities  of  the  situation. 
We  want  to  be  just  and  fair,  just  as  I  am  sure  the  great  bulk  of  the 
people  m  the  country  want  to  be.  Each  situation  has  many  things 
which  are  involved. 

The  management  has  to  have  a  sufficient  return  to  carry  the  building, 
or  the  management  will  fail. 

In  this  mater  of  office  space,  I  do  not  think  that  will  have  any  effect 
upon  the  economy  of  the  Nation  at  large,  and  I  think  you  can  agree 
with  me  on  that,  based  on  your  own  experience.  As  a  matter  of  fact, 
the  Trinity  Buildings  in  New  York  only  earn  1  percent  on  their 
assessed  value.  Imagine  the  difficulties  in  freezing  a  situation  like 
that.  That  is  what  we  want  this  committee  to  consider,  if  they  ever 
come  to  a  bill  on  this  matter.  I  think  Senator  Taft  suggested 
at  some  time  in  the  future,  if  the  necessity  for  legislation  ever  arose 
there  certainly  ought  to  be  something  in  the  bill  which  will  provide 
equity  for  both  sides. 

Senator  Taft.  I  think  that  we  ought  to  omit  office  space  entirely. 
Mr.  Dailey.  That  is  all  I  have  to  present,  unless  you  have  some 
questions. 

The  Chairman.  Any  questions?    Apparently  not.    Thank  you. 
^i,     \:  -^^^.^F-  ^^  I  "^^?^it  suggest,  one  of  our  members  has  a  telegram 
that  he  has  just  received  from  Chicago,  and  he  would  like  to  read  that 
to  the  committee  now. 

STATEMENT  OF  WILLIAM  H.  DOUGHTY,  CHAIRMAN,  KENTAL  COM- 
MITTEE, BUILDING  MANAGERS'  ASSOCIATION  OF  CHICAGO  CHI- 
CAGO, ILL. 

^  Mr.  DouGnTY.  Mr.  Chairman  and  gentlemen,  I  might  say  that  I  have 
just  received  from  my  partner  in  Chicago,  Mr.  R.  E.  Hieronymus,  the 
following  telegram.  Mr.  Hieronymus  is  secretary  and  treasurer  of 
the  Chicago  Loft  Building  Association.  I  received  this  telegram  late 
last  night,  and  I  believe  it  would  be  interesting.    It  reads  : 

Transmitted  following  telegram  to  Senator  Wagner  today :  "The  Chicago  Asso- 
ciation of  L<ift  Buildings  has  secured  data  from  26  representative  loft  buildings 
in  Chicago  which  shows  that  the  cost  of  operation  of  Chicago  loft  buildings  in 
1943  was  129/io  percent  higher  than  in  1^0.  The  gross  income  from  these  build 
ings  for  the  year  1943  was  14Vio  percent  higher  than  in  1940.  Furthermore  the 
rental  rates  now  in  effect  are  considerably  below  the  predepression  levels,  whereas 
the  operating  costs  are  substantially  higher.  The  foregoing  indicates  that  there 
has  been  no  rent  gouging  in  Chicago  loft  buildings  and  that  Government  regula- 
tion of  these  rates  is  not  justified." 

This  is  signed  R.  E.  Hieronymus,  as  I  stated. 

Now,  I  should  like  to  at  tliis  time  read  this  letter  from  the  Building 
Managers'  Association  of  Chicago,  140  South  Dearborn  Street  Chi- 
cago, 111.,  dated  November  28, 1944 :  ' 

This  letter  reads : 

The  Building  Manager's  Association  of  Chicago  respectfully  submits  to  the 
Banking  and  Currency  Committee  of  the  Senate  the  following  statement  on  the 
subject  of  Federal  control  of  business  accommodations,  as  proposed  in  S  2176 
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Tills  association  embraces  in  its  membership  the  principal  office  buildings  in 
Chicago,  there  being  only  four  well-known  buildings  which  are  not  members.  In 
Mav  and  October  of  each  year  the  association  makes  a  comprehensive  survey  of 
the  occupancy  and  vactmcv  of  office  buildings.  This  survey  includes  reports  from 
more  than  150  important  fireproof  buildings.  As  of  October  1  of  this  year  we  had 
27,000,000  square  feet  of  office  space  in  these  buildings  and  there  was  still  unrented 
and  unoccupied  more  than  2,000,000  square  feet.  This  substantial  vacancy  exists 
in  spite  of  the  fact  that  the  United  States  Government  has  leased  and  occupies 
more  than  2,000,(KX)  square  feet  for  its  expanded  requirements  for  war  purposes. 
Furthei-more,  this  figure  does  not  include  the  1,200,000  square  feet  of  office  space 
occupied  bv  the  Government  in  two  of  the  world's  largest  exhibition  buildings, 
the  Merchn'ndise  Mart  and  the  American  Furniture  Mart,  which  are  not  covered 

by  the  association's  surveys.  --      -         •  a  4.- 

The  members  of  this  association  know  that  they  would  suffer  from  inflation 
and  therefore  are  in  accord  with  any  steps  that  are  necessary  to  avoid  it.  But 
It  Is  thojr  considered  opinion  that  since  there  are  available  in  Chicago  more  than 
2,000,000  square  feet  of  office  space  into  which  a  tenant  may  move,  the  law  of 
supply  and  demand  will  continue  to  hold  down  rental  rates  in  our  buildings. 
This  substantial  amount  of  vacant  space  now  available  in  Chicago,  coupled  with 
the  fact  that  Government  agencies  and  the  armed  forces  have  already  begun  to 
relinquish  space,  creates  a  situation  which  is  entirely  different  from  that  in  the 
dwelling  and  residential  field.  Accordingly  we  believe  that  any  attempt  at  an 
artificial  control  of  office  rents,  insofar  as  this  city  is  concerned,  would  result 
only  in  a  serious  waste  of  man-hours  of  labor  on  the  part  of  those  regulated  and 
a  waste  of  money  on  the  part  of  the  Government. 

Whatever  demand  there  may  be  for  an  expansion  of  rent  control  stems  from 
wartime  considerations.  Therefore,  it  is  pertinent  to  compare  the  present  status 
of  office  buildings  with  that  prevailing  just  before  the  war.  We  are  presenting 
in  this  statement  a  table  which  reveals  the  financial  experiences  of  Chicago  office 
buildings  for  the  years  1940  and  1943.  Many  of  these  large  buildings  make  an- 
nual reports  to  the  National  Association  of  Building  Owners  and  Managers. 
These  reports  are  consolidated  and  broken  down  to  show  income  and  cost  factors 
on  an  average  square-foot  unit  basis  in  order  that  owners  may  see  how  they  are 
operating  their  buildings  as  contrasted  with  others. 

Applying  these  square-foot  unit  figures  to  the  rented  office  space  in  the  Chicago 
office  buildings  heretofore  mentioned,  the  following  comparative  table  for  1940 
and  1943  results : 


Occupied  area  (square  feet) . 
Tax  valuation 


Operating  expenses  (before  taxes) 
Real-estate  taxes 


Total  expenses,  including  taxes -— 

Total  income - 


1940 


21. 409. 820 
$249,  183,  335 


26,6.11.632 
8.  777,  483 


35.429.115 
42,  S.'iO,  080 


Net  income. 


Operating  ratio  ^expense  to  gross  income>. 
Rate  of  net  return  on  tax  value — 


1943 


23.  502, 378 
$255,072,179 


SO,  774, 390 
9,9-17.815 


40.  722, 205 
45, 935,  498 


7, 420. 965 

Percent 

83.2 
3 


5, 213.  293 

Percent 

88.7 
2 


From  the  above  you  will  see  that  the  net  income  of  this  industry  in  Chicago 
has  declined  since  1940.  This  in  itself  is  the  best  proof  that  there  have  been  no 
inflationary  increases  in  office  rents.  It  is  evident  that  the  improved  gross 
income  of  the  industry  has  resulted  from  occupancy  of  more  space,  and  not  from 
Increased  rental  rates.  Even  with  increased  gross  income,  the  net  yield  is  only 
2  percent  on  tax  value,  whereas  in  1940  the  net  return  was  3  i^ercent. 

As  a  matter  of  fact,  despite  increased  occupancy  due  in  large  part  to  tem- 
porary Government  leasing,  the  increased  costs  of  wages,  supplies,  and  real- 
estate  taxes  have  more  than  offset  the  additional  rent  received  from  the  Govern- 
ment and  other  sources  of  improved  occupancy. 

It  should  also  be  noted  that  in  1940,  out  of  each  dollar  of  income  83.2  cents 
went  for  expenses.  In  1943  this  expense  figure  was  8S.7  cents,  leaving  only 
11.3  cents  for  such  items  as  ground  rent,  mortgage  interest,  replacements,  and 
finally  for  capital  return. 


J 


'f 


200 


RENT  CONTROL  FOR  BUSINESS  ACCOMMODATIONS 


I 


From  all  the  above  evidence  it  is  clear  that  the  prices  of  office  space  in  Chicago 
have  been  effectively  controlled  by  the  law  of  supply  and  demand.  In  view  of 
the  large  amount  of  vacant  space  still  available,  and  with  continued  curtailment 
of  Government  occupancy  in  prospect,  it  is  apparent  that  there  is  no  need  of 
Federal  regulation  of  office  building  rents  in  Chicago. 

This  is  submitted  by  the  Building  Managers'  Association  of  Chicago, 
by  Gilbert  Scribner,  its  president,  and  by  myself,  as  chairman  of  the 
rental  committee. 

If  there  are  any  questions,  I  should  be  glad  to  answer  them. 

The  Chairman.  Any  questions?     Apparently  not.    Thank  you. 

Mr.  Whiston.  Mr.  Chairman,  I  have  here  18  members  of  the  indus- 
trv  scattered  throughout  the  country,  who  would  like  to  be  heard. 
There  are  certain  of  them,  particularly  those  from  Philadelphia, 
Duluth,  Indianapolis,  Baltimore,  New  Orleans,  Pittsburgh,  that  I 
would  like  to  have  heard,  as  well  as  from  Cleveland.  If  you  have 
any  one  of  them  in  mind  that  you  would  like  to  hear  from,  and  if  you 
have  any  questions,  they  are  right  here  and  they  would  be  glad  to 
answer  them,  otherwise,  I  would  like  to  have  the  privilege  of  having 
them  present  their  statements  on  the  face  of  the  record  here.  May 
that  be  done? 

The  Chairman.  Very  well. 

Senator  Taft.  What  are  all  of  the  cities  that  you  have  there? 

Mr.  Whiston.  Atlanta,  Akron,  Buffalo,  Chicago,  Cincinnati,  Cleve- 
land, Denver,  Duluth,  Indianapolis,  New  Orleans,  Oklahoma  City, 
Philadelphia,  Rochester,  St.  Paul,  Minneapolis,  and  perhaps  a  few 
others.  I  am  extremely  desirous  of  having  these  gentlemen's  state- 
nrients  appear  in  this  record,  because  it  gives  a  cross  section  of  the 
situation  as  it  exists  throughout  the  United  States,  and  they  will  be 
very  brief. 

the  Chaikman.  Before  we  proceed  further  with  that,  I  should  like 
to  know  if  any  of  the  members  of  the  committee  desire  to  hear  from 
one  of  these  gentlemen  at  this  time. 

Senator  Taft.  As  far  as  I  am  concerned,  I  should  like  to  hear  from 
Cleveland. 

The  Chairman.  I  promised  Mr.  McAvoy,  representing  the  C.  I.  O., 
an  opportunity  to  be  heard  today.  He  can  only  be  here  for  today,  and 
I  promised  to  hear  him  for  a  few  minutes. 

STATEMENT  OF  CLIFFORD  McAVOY,  KEPRESENTING  THE  UNITED 
ELECTRICAL  AND  RADIO  MACHINE  WORKERS  OF  AMERICA  AND 
THE  GREATER  NEW  YORK  INDUSTRIAL  UNION  COUNCIL 

Mr.  McAvoY.  Mr.  Chairman  and  members,  I  might  say  that  my 
name  is  Cliffocd  McAvoy,  Washington,  D.  C.  I  am  here  representing 
the  C.  I.  O.,  that  is,  I  represent  the  United  Electrical  and  Radio 
Machine  Workers  of  America,  and  the  Greater  New  York  Industrial 
Union  Council. 

The  Greater  New  York  Industrial  Union  Council,  Senator  Wagner, 
the  Central  C.  I.  O.  body  in  New  York  City,  has  asked  me  to  appear 
today,  Senator  Wagner,  and  put  them  on  record  as  favoring  a  ^vor- 
able  report  for  Senate  bill  2176,  the  bill  before  the  committee  today. 

The  C.  I.  O.  unions  in  New  York  City,  for  the  most  part,  consist  of 
employees  of  small  firms  in  the  furniture,  shoe,  fur,  and  electrical 
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manufacturing  industries,  and  we  have  many  plants  in  which  they 
are  occupied.  We  have  had  many  complaints  on  hand  and  do  have 
them  on  hand  now  from  employees,  members  of  the  C.  I.  O.,  working 
for  firms  of  that  type  to  the  effect  that  there  is  a  great  danger  that 
these  firms  will  have  to  go  out  of  business  in  New  York  by  the  end  of 
this  year  or  shortly  after  if  they  are  compelled  to  pay  the  exorbitant 
rent  increases  that  have  been  demanded  by  owners  of  buildings  in 
which  the  firms  are  located. 

Now,  I  can  furnish  the  committee,  and  I  will  be  glad  to  furnish  the 
committee  specific  examples  of  such  complaints.  I  do  not  have  them 
with  me  here  today. 

The  Chairman.  You  will  furnish  them  to  the  committee?  • 

Mr.  McAvoY.  I  will  do  that,  Senator. 

I  would  like  to  add  to  that  statement.  Senator  Wagner,  the  opinion 
that  the  New  York  C.  I.  O.  is  not  a  very  sanguine  one  about  the  possi- 
bility of  action  by  the  New  York  State  Legislature  in  the  coming 
session. 

As  you  know.  Senator,  the  Stephens  committee  does  not  have  to 
report  before  March  1, 1945. 

Now,  the  session  of  the  New  York  State  Legislature  generally  runs 
through  the  middle  or  tlie  end  of  March.  And  we  believe  that,  al- 
though the  report  of  the  committee  will  undoubtedly  go  to  the  legis- 
lature prior  to  the  close  of  the  session,  that  there  will  be  no  action  at 
this  coming  session,  and  that  the  administration  will  want  to  consider 
the  opinions  and  the  recommendations  of  this  committee  for  some  time 
before  acting  upon  it  so  that  there  would  not  be  any  action  before 
January  1946. 

Senator  Taft.  Is  there  any  State  law  fixing  residential  rents  in 
New  York  City? 

Mr.  McAvoY.  No,  there  is  not ;  and  since  there  is  no  municipal  law 
either  fixing  commercial  rents,  why,  the  only  possible  remedy  that  we 
see  for  this  drastic  situation  in  New  York  City  is  action  by  the 
Congress. 

Now,  we  have  heard  today  that  there  are  not  many  examples  before 
the  committee  of  increased  drastic  rent  increases  in  other  sections  of 
the  country.  I  do  not  know  and  I  have  no  evidence  myself  as  to 
whether  or  not  that  is  the  case,  but  it  seems  to  me  that  in  such  a  large 
center  as  New  York  City,  where  there  are  so  many  people  employed, 
the  situation  there,  particularly  since  the  State  legislature  is  not 
likely  to  take  any  action  in  the  near  future,  but  that  situation  should 
be  considered  and  should  be  acted  upon  and  by  Congress,  as  soon  as 
possible. 

Senator  Taft.  I  hardly  think  that  that  is  an  excuse,  the  fact  that  they 
must  wait  until  they  have  digested  the  committee's  report.  You  have 
a  new  legislature  just  elected.  If  you  have  a  bill  and  that  has  been 
introduced,  why,  they  should  act  upon  it.  It  seems  to  me  that  the 
legislature  can  be  held  responsible  if  this  committee  has  not  re- 
ported, for  not  taking  action  until  after  they  have  had  an  opportunity 
for  reviewing  that  report. 

We  could  not  give  that  as  an  excuse  here. 

Mr.  McAvoY.  The  composition  of  the  legislature  is  about  the  same 
as  the  last  legislature. 

Senator  Taft.  Did  you  present  this  to  the  last  legislature  ? 

Mr.  McAvoY.  Yes. 
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Senator  Taft.  When  they  were  in  session? 
Mr.  McAvoY.  That  is  right. 
Senator  Taft.  In  regular  session  ? 
Mr.  McAvoY.  Yes ;  this  bill  was  presented. 
Senator  Taft.  How  far  did  you  get  ?    Did  you  have  a  hearing? 
Mr.  McAvoY.  Yes ;  there  was  a  hearing,  and  it  did  not  come  out  of 
committee. 

It  is  understood  that  the  Governor  did  not  want  to  have  any  action 
by  the  legislature  at  that  session,  and  his  word  is  pretty  much  law  or 
was  with  the  last  legislature,  so  there  was  no  action. 

Senator  Taft.  Still,  that  is  no  excuse. 

Mr.  AIcAvoY.  I  hope,  gentlemen,  there  will  be  a  favorable  report 
of  this.    Thank  you.  Senator. 

The  Chairman.  Thank  you  very  much. 

Mr.  Whiston.  If  the  chairman  please,  I  should  like  to  present  Mr. 
George  D.  McGwinn,  president  of  the  Cleveland  Association  of  Build- 
ing Owners  and  Managers,  Cleveland,  Ohio,  and  after  him,  a  few  of 
the  other  cities  to  give  the  committee  a  fair  cross  section,  and  I  think 
that  will  take  care  of  our  situation  pretty  well. 

The  Chairman.  Very  well,  Clevelandis  a  great  city. 

STATEMENT  OF  GEORGE  D.  McGWINN,  PRESIDENT,  THE  CLEVELAND 
ASSOCIATION  OF  BUILDING  OWNERS  AND  MANAGERS,  CLEVE- 
LAND, OHIO 

Mr.  McGwiNN.  Mr.  Chairman,  and  membei-s  of  the  committee:  I 
should  like  to  present  my  statement  as  briefly  and  quickly  as  I  can. 

Senator  Taft.  We  just  want  you  to  be  specific. 

Mr.  McGwiNN.  Possibly,  Senator,  I  can  explain  our  situation  more 
readily  by  presenting  it  in  a  rather  concise  form. 

Senator  Taft.  That  is  quite  all  right. 

Mr.  McGwiNN.  I  can  talk  better  and  I  believe  a  little  louder  if  I  am 
standing. 

I  respectfully  submit  as  president  of  the  Cleveland  Association  of 
Building  Owners  and  Managers  for  the  consideration  of  your  com- 
mittee, a  brief  review  of  the  store  and  office  building  situation  in  the 
city  of  Cleveland,  Ohio,  for  the  past  18  years,  covering  particularly  the 
last  4  years.  I  trust  that  this  will  give  you  ample  evidence  as. to  the 
local  industry  as  a  whole,  and  to  further  substantiate  this  report  I 
enclose  herein  reports  from  various  members  of  our  association  cover- 
ing their  specific  financial  problems  relative  to  the  properties  that  they 
operate.  These  individual  reports  cover  most  of  the  office  space  in  this 
community  represented  by  this  association. 

I  would  like  to  file  in  connection  with  this  matter,  letters  from  the 
managers  of  the  following  buildings : 

The  Brotherhood  of  Locomotive  Engineers. 

The  Standard  Building. 

The  Kose  Building,  which  is  operated  by  the  estate  of  Benjamin 
Rose.    The  net  income  of  this  building  goes  to  charity. 

The  Terminal  Area  Building.  That  is  entitled  "The  Cleveland  Ter- 
minals Building  Co." 

The  Union  Conmierce  Building. 

The  Williamson  Building. 
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The  Hanna  Building,  operated  by  the  T.  W.  Grogan  Co. 

The  Leader  Building. 

The  Rockefeller  Building. 

These  comprise  in  area,  a  total  rental  area  of  3,000,000  square  feet. 

The  profits  of  our  industry  since  1926  steadily  decreased  for  approxi- 
mately 8  years  by  reason  of  new  buildings  having  been  erected,  which 
created  a  surplus  of  vacancy  that  forced  all  rates  per  square  foot  down 
to  a  point  where  equity  owners  lost  their  investment  and  bondholders 
and  mortgage  holders  took  over.  This  created  a  situation  of  greater 
chaos  in  our  industry  in  this  city  than  that  suffered  by  any  other  major 
industry  or  business  in,  this  district. 

Your  honorable  committee  is  undoubtedly  aware  of  the  fact  that 
money  was  made  in  our  industry  only  by  the  enhancement  of  value 
created  by  the  growth  of  the  metropolitan  area.  With  few  exceptions, 
office  buildings  were  constructed  by  institutions  or  individuals  that 
made  their  money  in  other  lines  and  developed  skyscrapers  as  monu- 
ments to  their  institutions  or  their  names. 

Unlike  monuments  that  were  set  up  for  our  great  American  heroes, 
annuities  were  not  established  to  perpetuate  the  maintenance  and 
upkeep.  These  monuments  were  constructed  with  equity  money  and 
mortgage  financing  with  fixed  interest  and  principal  payments.  The 
income  from  tenants  acquired  was  supposed  to  carry  on  the  monu- 
ments. The  fallacy  of  this  idea  has  been  proven  throughout  the  coun- 
try, and  the  failure  of  equity  owners  and  losses  to  bond  and  mortgage 
holders  are  one  of  the  saddest  plights  on  the  records  of  American 
finance. 

During  the  18  years  that  I  speak  of,  the  area  in  office  buildings  in  the 
city  of  Cleveland  approximately  doubled  while  the  population  of  our 
city  remained  practically  static.  If  your  committee  could  visit  o\u^  city 
it  would  take  the  writer  no  more  than  30  minutes  to  show  you  the  six 
ijuildings,  that  I  have  any  knowledge  of,  that  weathered  this  storm. 
Approximately  75  percent  of  these  properties  either  went  through  the 
wringer  or  were  reorganized  by  the  bondholders,  underlying  fee 
owners,  or  holders  of  securities  of  various  descriptions. 

Since  1934  there  has  been  a  slow,  difficult,  profitless  operation  of 
these  properties  that  has  now  reached  the  point  due  to  stimulation  of 
business  created  by  the  war  and  the  occupancy  of  approximately 
600,000  square  feet  of  Government  war  effort  offices,  where  the  vicious 
competitive  bidding  for  tenants  has  terminated  and  a  slight  stiffening 
of  prices  has  been  the  result.  In  the  over-all  picture  of  our  industry, 
which  has  approximately  8,000,000  square  feet,  I  believe  I  can  safely 
say  there  has  not  been  over  a  4  percent  increase  in  rentals,  which  is 
counteracted  by  an  upward  trend  in  additional  labor  and  material 
costs  of  approximately  20  percent,  not  including  the  additional  tax 
burden. 

Take  the  three  store  and  office  buildings  in  our  Terminal  Public 
Square  district.  These  buildings  comprise  about  one-eighth  of  our 
area.  They  have  gone  through  our  bankruptcy  courts  and  although 
they  have  been  reorganized,  are  still  operating  at  deficits  running  into 
hundreds  of  thousands  per  year.  The  reason  for  this  is  that  the  aver- 
age square-foot  rate  is  $2.26  when  it  is  necessary  to  have  a  square-foot 
rate  of  one-third  more  per  annum  for  a  small  profit  operation.  These 
buildings  are  the  newest  and  finest  in  the  city  of  Cleveland  and  are 
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constructed  at  the  terminal  of  practically  all  of  our  city-wide  and 
out-of-town  transportation. 

Then  one-eighth  more  of  our  area  is  represented  by  the  Union 
Commerce  Building  at  East  Ninth  and  Euclid  Avenue,  the  center  of 
downtown  Cleveland.  That  building  today  is  rented  at  an  average 
of  $1.96  per  square  foot  when  it  cannot  show  a  profit  on  its  depreciated 
cost  at  a  rate  less  than  $3  per  square  foot. 

Another  one-eighth  is  represented  by  the  Hanna,  Leader,  Kocke- 
feller,  Osborn,  Erie,  Huron-Ninth,  Film  Exchange,  Upper  Carnegie 
and  Carnegie  Medical  Buildings,  operated  by  the  T.  W.  Grogan  Co., 
of  Cleveland.  Of  these  nine  buildings,  seven  of  them  were  put  through 
foreclosure ;  one  was  refinanced  on  the  basis  of  80  percent  of  its  land 
trust  certificates  and  first  leasehold  mortgage ;  and  only  one  of  tlie  lot 
weathered  the  storm  without  financial  trouble.  The  reason  for  this 
exception  was  that  it  was  constructed  in  1914  at  low  cost  and  had  its 
obligations  paid  off  before  the  decreases  set  in.  Even  now  its  income 
does  not  benefit  the  owners  any  more  than  the  same  investment  would 
return  in  good  Government  bonds. 

That  is  the  story  of  three-eighths  of  the  industry.  The  others,  by 
reason  of  cost,  location,  financing,  decreased  rates  and  age,  present  a 
more  disheartening  operation  than  the  three  groups  mentioned  above. 
Just  as  an  example  we  will  use  a  medium-sized  office  building  located 
at  850  Euclid  Avenue,  the  hub  of  downtown  Cleveland.  There  was  a 
$2,000,000  land  trust  certificate  issue  against  it,  a  bond  issue  in  excess 
of  $1,000,000,  and  a  common  stock  issue  on  top  of  that.  Today  the 
stock  has  been  washed  out,  the  bonds  will  be  washed  out  as  soon  as 
certain  legal  actions  now  pending  are  consummated,  and  the  land 
trust  certificate  owners  will  realize  around  Y5  cents  on  a  dollar  for 
their  $1,000  certificates.  This  is  only  one,  and  it  is  one  of  the  best 
of  the  other  five-eighths.  One  of  the  worst  is  the  1227  Prospect  Build- 
ing that  had  the  equity  stock  as  well  as  a  $500,000  bond  issue  washed 
out  and  the  fee  owner,  with  the  security  of  a  10-story  office  building 
and  an  original  ground  rent  of  $10,000  per  year,  sold  the  land  and 
the  building  for  about  $60,000. 

In  the  interest  of  the  time  of  your  committee,  I  will  submit  no  fur- 
ther detail  in  this  review  of  the  general  situation.  In  closing  I  wish 
to  state,  however,  the  following  facts : 

Almost  all  of  the  increased  income  of  our  industry  in  the  past  4 
years  has  been  derived  from  rental  of  vacancy,  not  unit  price 
increases. 

Approximately  all  of  the  rental  per  unit  increases  came  from  re- 
adjusting rentals  tltat  were  granted  to  organizations  in  financial  dif- 
ficulty during  the  depression  to  correct  substandard  prices  beneath 
the  building's  low  scale,  plus  additional  income  derived  from  retailers 
on  percentage  leases  who  were  paying  minimum  rentals  from  10  to 
25  percent  below  the  rate  the  same  stores  would  rent  for  on  a  guar- 
anteed flat  rental  basis  without  percentage. 

Present  operating  costs,  because  of  increased  cost  of  labor  and  ma- 
terial, and  existing  governmental  regulations,  would  be  25  percent 
higher  if  help  could  be  acquired  to  operate  properly  and  the  usual 
alteration  changes  and  maintenance  improvements  were  being  made. 

The  present  office  vacancy  of  640,000  square  feet  is  ample  to  take 
care  of  any  additional  space  demands  and  acts  as  a  stabilization  ceil- 
ing in  itself. 
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We,  therefore,  appeal  to  your  honorable  committee  as  loyal  and 
patriotic  citizens  of  this  country  having  an  intense  desire  to  further 
the  war  effort  in  eVery  respect,  to  refrain  from  placmg  rent  ceilmgs 
on  commercial  property  in  this  district,  and  allow  us  to  continue  in 
our  struggle  to  meet  our  fixed  obligations  and  save  our  industry  from 

another  chaotic  collapse.  .        -      -    -    r^^ 

Senator  Taft.  And  may  I  ask  you  what  the  situation  is  m  Cleve- 
land as  to  other  buildings,  store  buildings,  as  to  the  rents?  Have 
they  gone  up  and  stiffened  somewhat? 

Mr.  McGwiNN.  They  have  increased  slightly. 

Senator  Taft.  What  is  the  situation  with  regard  to  the  Cort  Co., 
Cort  Shoe  Co.,  I  believe  it  is?         *  ,     -.  ,    ^ 

Mr.  McGwiNx.  I  have  not  been  able  to  check  as  to  the  facts  on  that 
as  to  the  Cort  Shoe  Co.,  but  I  will  do  so  as  soon  as  I  return,  and  I 
will  send  you  a  report. 

Senator  Taft.  Wliat  was,  in  general,  store  rents?  Do  you  have 
some  exhibit  which  would  show  the  percentage  of  that? 

Mr.  McGwiNN.    I  cannot  give  you  the  exact  details  on  that. 

Senator  Taft.  I  just  wanted  to  get  a  general  impression. 

Mr.  McGwiNN.    There  has  been  a  slight  increase  due  to  percentage 

lease  arrangements. 

Senator  Taft.  Are  there  vacancies  in  Cleveland? 

Mr.  McGwiXN.  Yes ;  there  are  vacancies  there. 

Senator  Hawkes.  What  are  the  highest  percentages  that  you  have 

there  of  increase  ?  ^   ^  ^    ,       i 

Mr.  McGwiNN.  In  1940,  the  Rose  Building,  $4.70,  and  that  has 

gone  up  to  $5.50,  that  is  an  increase  of  80  cents  per  square  foot,  and 

that  is  approximately  18  percent. 

In  the  Brotherhood  Building,  it  has  advanced  from  $1.24  up  to 

$1.31.  .        .  .      ^ 

Senator  Hawkes.  Was  any  of  this  building  space  in  existence  in  the 

I920's  ? 
Mr.  McGwiNN.  Some  of  it  has  been  in  existence  since  1900. 

Senator  Hawkes.  1925? 

Mr.  McGwiNN.  Yes,  we  have  one  building  here  in  1920,  built  in 
1920,  the  Rose  Building,  and  then  I  think  the  Williamson  Building 
was  built  in  1900. 

Senator  Hawkes.  Can  you  give  us  the  net  rate  on  that  building 
which  you  just  made  some  reference  to,  Mr.  McGwinn? 

Mr.  McGwiNN.  The  one  for  $4.70  which  went  to  $5.50,  that  was  not 
built  back  in  the  twenties.  I  have  got  it  for  the  Williamson  Building, 
1926.  The  rate  per  square  foot  in  the  WiUiamson  Building  in  1926  wag 
$2.72,  overall,  including  stores  and  offices.  I  do  not  have  it  for  1920  for 
that  building,  but  the  rate  in  1943  is  $1.65. 

Senator  Taft.  What  about  the  loft  building  situation  in  Cleveland? 
You  have  quite  an  immense  clothing  industry  ?  Do  you  know  anything 
about  the  situation  there  as  to  vacancies,  and  so  forth. 

Mr.  McGwiNN.  I  am  one  of  the  trustees  of  an  estate,  which  operates 
buildings,  one  of  the  buildings  in  our  community,  which  may  be  re- 
garded as  a  loft  building,  and  handles  needle  trades  and  light  ma- 
chinery, and  in  that  the  rentals  have  increased  from  1940  to  1943  by 
20  percent. 

Senator  Taft.  How  much  was  that? 
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Mr.  McGwiNN.  20  percent. 

Senator  Taft.  That  is  from  1940  to  1943  ? 

Mr.  McGwiNN.  Yes,  Senator. 

Senator  Taft.  Is  there  any  shortage  of  loft  space  in  Cleveland  today? 

Mr.  McGwiNN.  There  is  not.  There  is  no  shortage  of  loft  buildings 
in  Cleveland.  I  sold  a  building  a  month  and  a  half  ago,  which  is  a 
loft,  and  what  is  equivalent  to  a  loft  area  of  43,000  feet ,  and  only  half 
of  that  building  is  taken,  the  other  half  being  vacant,  about  20,000 
feet. 

Senator  Hawkes.  About  20,000  feet  of  that  loft  building  is  vacant? 

Mr.  MeGwFNN.  It  is  still  vacant. 

Senator  Hawkes.  There  is  no  such  situation  comparable  to  that 
which  you  have  heard  testified  to  in  New  York? 

Mr.  McGwiNN.  No,  Senator. 

The  Chairman.  Any  questions  ?    Thank  you. 

(The  following  data  were  submitted  by  the  witness :) 

Buildings  submitting  letters  to  Senate  Banking  and  Currency  Committee  re 

rent  control 


Building 


Total  rent- 
able oflice 
area,  square 
feet 


Guild  Hall 

Republic 

Midland 

Terminal  Tower. 
Unjon  Commerce 

Williamson 

Rose- 


147.  819 
172,  382 
206.422 
432.260 
836.225 
129,397 
160,058 


Mercantile 

area,  square 

feet 


0 
11.400 
80.891 
99,936 
119, 320 
24,444 
24,661 


Building 


Enpincers.. 
Standard- . 
Uanna 

Leader 

Rockefeller 

Total 


Total  rent- 
able oflBce 
area,  square 
feet 


145, 619 
213,111 
346, 496 
218,724 
166,158 


Mercantile 

area,  square 

feet 


8,089 
43,290 
44,746 
35,705 
15,850 


3, 174, 671 


508,332 


Estate  of  Benjamin  Rose, 
Cleveland,  November  29,  1944. 
Banking  and  Cirrexcy  Committee. 

Senate  Hall,  Washington,  D.  C. 

Honorable  Gentlemen  :  I  am  attaching  a  simple  statement  showing  the  trend 
in  the  rental  rates  of  our  Rose  Kuilding  since  1040. 

It  will  be  noted  that  there  has  been  a  slight  increase  in  our  oflBce  rates  (averag- 
ing about  6%  percent)  but  that  otherwise  our  present  experience  is  about  the 
same  as  in  1940. 

Much  stronger  rental  rates  are  necessary  to  restore  equity  values  and  invest- 
ment i^turns  lost  by  commercial  buildings  since  the  early  thirties  and  never  recov- 
ered due  in  a  large  measure  to  the  suiTplus  space  created  by  iimbitious  building 
programs  a  few  years  before.  This  surplus  still  exists  and  while  a  considerable 
part  of  it  is  temporarily  absorbed  by  Government  and  other  war  services,  it  is 
not,  in  my  opinion,  the  kind  of  absoi-ption  upon  which  anything  but  a  reasonable 
expense-adjusting  increase  can  be  predicated.  The  risk  of  selfishness  would  be 
great  even  in  an  area  of  lOO-percent  occupancy  because  the  good  conuuercial 
occupancy  status  today  has  within  it  a  bad  potential  factor  of  vacancy,  and  I 
believe  the  situation  is  pretty  generally  so  regarded  by  our  industry. 

I  therefore  respectfully  suggest  that  inasmuch  as  the  commercial  building 
owners  and  managers  of  this  Nation  have  so  far,  with  only  rare  exceptions, 
conducted  their  properties  and  their  policies  .lustly  and  equitably,  it  would  be 
eminently  unfair  to  impose  upon  them  at  this  time  the  restrictions  contemplated 
by  Senate  bill  S.  2176. 
Sincerly  yours, 

J.  R.  Hollander,  Manager. 
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Rose  Buildings,  East  Ninth  and  Prospect  Avenue,  Cleveland,  Ohio 
UO-story  medical,  commercial,  and  mercantile  building  containing  184,719  square  feet  of  rentable  areal 


Mercantile 

Commercial- 

Medical 

Occupancy,  percent. 


1940 


$4,702 

.747 

L849 

90.4 


1941 


$5,366 

.742 

L836 

90.2 


1942 


$4,613 

.734 

1.828 

86.9 


1943 


$5,548 

1  1.097 

1.956 

69.6 


Present 


$5.50 

I  L123 

1.952 

78.6 


1  These  rates  include  a  rate  for  janitor  and  maintenance  service  on  approximately  18,000  square  feet  of  com- 
mericaJ  area  which  ureviously  had  been  rented  on  an  unserviced  basis. 


Cleveland,  Ohio, 
November  29,  19U- 

Geoege  D.  McGwinn, 

President,  Cleveland  Building  Owners  d  Managers  Assoctatton, 

Cleveland,  Ohio. 

Dear  Sir:  I  understand  that  a  committee  from  our  Cleveland  association  is 
appearing  in  Washington  before  the  Senate  Banking  and  Currency  Committee 
to  discuss  the  matter  of  the  commercial  rent  control  bill.  During  my  26  years 
as  manager  of  the  Standard  and  Brotherhood  of  Locomotive  Engineers  Buildings, 
Cleveland,  Ohio,  I  have  been  resix)nsible  for  the  complete  management  and  to 
do  all  things  necessary  and  incidental  thereto,  including  the  renting  of  all  space 

and  the  income  therefrom. 

My  experience  in  the  management  of  these  buildings  through  the  years  leads 
me  to  believe  that  it  is  unlikely  that  any  unjustified  increases  in  rentals  will  be 
put  into  effect  this  year  or  any  year  in  the  near  future.  One  of  the  main  reasons 
is  that  there  is  still  considerable  office  space  available  in  our  buildings  and 
throughout  the  Cleveland  area  at  present.  This  does  not  take  into  consideration 
the  large  amount  of  additional  vacancies  we  will  undoubtedly  have  at  the  end 
of  the  present  war.  The  supply  and  demand  is  very  definitely  going  to  control 
the  rat?s  in  the  Cleveland  area  for  many  years  to  come  because  of  these  va- 
cancies and  with  competition  as  keen  as  it  has  been  and  is  likely  to  be,  the 
office  building  industry  in  this  section  certainly  should  not  be  penalized  by  any 
legislation  injurious  thereto. 

There  has  been  a  very  large  percentage  of  vacancies  in  Cleveland  constantly 
since  the  year  1925  due  to  the  construction  of  new  buildings  totaling  approxi- 
mately 3,400,000  square  feet  of  office  space.  The  average  yearly  vacancies  in 
our  two  buildings  for  the  past  5  years,  including  1944,  has  been  about  25  percent. 

In  our  two  properties  we  have  maintained  a  fairly  consistent  rental  income 
per  square  foot  and  have  not  made  any  unjustified  increases  in  rentals  during 
this  year  or  last,  nor  do  we  intend  to  make  any  unjustified  increases  in  the 

future. 

In  proof  of  these  statements  you  will  find  below  the  average  rental  income  per 
square  foot  of  rented  space  on  both  building  for  years  1^0  to  1944,  inclusive. 


The  Standard  Bldg : 

1940 $1.  45 

1941 1.  44 

1942 1.  4'.> 

1943 1.  no 

1944 1.  52 


The   Brotherhood  of  Locomotive  En- 
gineers : 

1940 $1.  24 

1941 1.  25 

1942 1.25 

1043 1.  27 

1944 1.  31 


You  will  readily  note  there  is  no  indication  of  excessive  rentals  during  any  of 
these  years  and  not  likely  to  be  any  material  ehimge  for  some  time  due  to  many 
reasons  which  I  think  our  chairman  will  point  out. 

We  are  very  definitely  opposed  to  any  Government  regulations  of  commercial 
rentals  as  we  have  gone  through  about  20  years  of  very  severe  conditions  and 
during  nearly  all  of  these  years  operations  have  been  at  a  loss  and  are  likely  to 
continue  at  a  loss  until  the  vacancies  can  be  absorbed. 
Assuring  you  of  our  cooperation  in  this  matter,  we  are. 
Very  truly  yours, 

Brotherhood  op  Locomotive  Engineers  Building  Association, 
By  B^EANK  W.  Chopp,  Managing  Agent. 
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Cleveland,  Novemher  29,  1944. 
Mr.  George  D.  McGwinn, 

President,  Cleveland  Association  of 

Building  Owners  d  Managers,  Cleveland,  Ohio. 

Dr.\b  Mr.  McGwinn  :  In  yonr  effort  to  induce  the  United  States  Senate  Com- 
mittee on  Banljing  and  Currency  to  disapprove  Senator  Wagner's  amendment 
to  S.  2176,  whicli  is  intended  to  cause  a  ceiling  to  be  placed  on  commercial  rents, 
we  would  appreciate  having  you  place  at  the  disposal  of  this  committee  the 
following  facts  as  they  affect  our  interests : 

The  Cleveland  Tenninal  Buildings  were  the  last,  with  few  exceptions,  of  the 
Nation's  largest  and  most  modern  commercial  buildings  constructed  during  the 
dose  of  the  1920's.  They  were  the  final  touch  to  a  skyscraper  boom  that  left 
the  Nation  with  a  tremendous  oversupply  of  office  space.  In  Cleveland  this 
over^upply  turned  out  to  be  considerably  more  than  the  national  average. 

The  Terminal  Building  group,  with  its  department  store,  hotel,  garage,  rail- 
road and  rapid  transit  termini,  a  54-story  and  three  18-story  buildings,  providing 
over  1,100,000  square  feet  of  office  space,  compares  favorably  with  New  York's 
Rockefeller  Center  both  in  siZ9,  design,  and  services  provided  to  patrons.  During 
the  15  years  of  their  existence  these  Terminal  buildinjrs  have  been  the  subject 
of  bankruptcy  proceedngs  for  8  years.  Federal  reorganization  of  the  four  office 
buildings  was  completed  less  than  3  years  ago ;  1930  was  the  only  year  in  which 
any  one  of  these  office  buildings  operated  in  the  black.  D3ficits  after  depreciation, 
and  in  most  instances  before  depreciation,  have  ranged  from  $505,000  to  ^19,030 
each  year. 

Although  occupancy  has  increased  since  Pearl  Harbor,  the  average  rental  rate 
in  these  office  buildings  is  less  in  1944  than  it  was  at  the  beginning  of  the  war. 
The  principal  reason  why  rental  rates  have  been  lowered  since  1949  is  because 
of  the  greatly  reduced  rate  obtained  by  large  governmental  agencies  during  that 
period.  It  was  only  natural  that  the  Government  should  take  advantage  of  the 
existence  of  this  great  surplus  of  space.  As  a  result,  governmental  ag3ncies  today 
are  enjoying  a  rental  rate  in  most  instances  far  below  that  paid  by  private  enter- 
prise. A  rate  which  when  analyz3d  is  not  sufficient  to  pay  the  present  greatly 
increased  building  operating  costs.  Recent  increased  occupancy  has  been  meas- 
urably offset  by  operating  costs. 

The  sale  of  space  in  our  office  buildings  is  not  to  be  compared  with  residential 
space,  in  that  office  space,  unlike  residential,  is  principally  a  service  product  ex- 
pressed in  the  furnishing  of  manpower  which  provides  heating,  lighting,  cleaning, 
repairs,  remodeling,  and  so  forth,  and  the  cost  of  producing  this  manpower  serv- 
ice has  in  many  cases  doubled  since  1940.  Few  products  in  American  industry 
have  provided  less  return  on  investment  than  that  of  the  skyscraper  industry. 
It  at  no  time  should  be  compared  with  other  real-estate  investments.  Proof  of 
this  is  found  in  the  fact  that  nowhere  during  the  past  two  decades  has  there 
been  any  major  capital  investment  in  new  or  old  office  buildings. 

Offi  e  buildings,  located  principally  in  the  centers  of  our  large  cities,  have  al- 
most from  the  beginning  been  victims  of  decentralization — the  gradual  move- 
ment of  people  from  the  center  to  the  outskirts  of  the  city.  That  trend  is  still 
in  progress  and  will  be  measurably  stepped  up  at  the  end  of  hostilities,  leaving 
the  future  of  this,  the  Nation's  sixth  largest  industry,  in  a  position  of  even  greater 
insecurity. 

To  place  a  ceiling  on  rents  which  have  never  recovered  from  those  fixed  during 
the  depression  would  not  only  further  jeopardize  the  interests  of  present  investors 
but  would  cause  immediate  decadence  in  capital  and  civic  interest  in  the  central 
areas  of  our  cities,  and  in  time  compare  most  unfavorably  with  other  European 
metropolitan  centers  which  will  rise  from  their  war  ruins  to  take  advantage  of 
the  many  great  scientific  developments  which  have  and  will  come  out  of  the  war. 

Briefly  we  believe  that  rent  ceilings  on  our  properties  can  in  no  way  be  justified, 
and  we  sincerely  urge  that  you  convey  this  sentiment  to  the  Senate  committee  and 
ask  that  we  be  permitted  at  a  later  date  to  submit  at  greater  length  further  de- 
tails which  we  are  certain  will  reveal  the  fallacy  of  this  proposed  legislation. 
Sincerely  yours, 

Roy  G.  Engstrom, 
Vice  President,  Terminal  Tower  Co.,  The  Cleveland  Tenninal 

Building  Co.,  Prospect  Terminals  Building  Corporation. 
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The  Union  Commerce  Building, 

Cleveland,  Ohio,  November  29,  1944^ 

In  re  the  commercial  rent  control  legislation  now  pending  in  the  United  States 

Senate. 

Mr.  George  D.  McGwinn, 

The  Cleveland  Association^  of  Building  Owners  d  Managers, 

Cleveland,  Ohio^ 

Dear  George  :  The  Union  Commerce  Building,  one  of  the  largest  single  office 
and  commercial  buildings  in  the  United  States,  was  constructed  in  1924  and 
represents  an  investment  of  over  $18,000,000.  This  building  bias  approximately 
1,000,000  square  feet  of  rentable  area  of  which  approximately  700,000  square  feet 
is  cffice  space,  or  approximately  11  percent  of  the  total  office  space  in  the  city  of 

Cleveland.  .    ^, . 

Today  we  have  vacant  approximately  64,000  squlare  feet  of  office  space  in  this 
building  and  in  addition  we  have  an  additional  90,000  square  feet  of  office  space 
temporarily  occupied  by  the  United  States  Government  whose  occupancy  will 
terminate  when  the  war  is  over. 

We  do  not  have  knowledge  of  -any  tenants  seeking  office  space  to  meet  their 
immediate  needs  that  would  fill  more  than  a  small  portion  of  the  64,000  square 
feet  of  space  available  in  this  building  at  this  time,  or  would  fill  any  part  of  the 
additional  90,000  square  feet  of  space  that  will  some  day  become  available. 

In  light  of  this  actual  present-day  situation  in  this  building,  and  our  knowl- 
edge of  the  situation  in  Cleveland  where  there  is  today  at  least  approximately 
529,000  square  feet  of  vadant  office  space,  we  cannot  see  the  need  of  rent-control 
regulation  as  the  law  of  supply  and  demand  will  continue  to  control  as  it  has 
in  the  past  any  attempts  at  rental  increases  that  would  be  exorbitant. 

The  Union  Commerce  Building  has  over  300  tenants  in  a  very  diversified  list 
of  businesses.  A  great  many  of  our  tenants  are  presently  carrying  office  space 
that  they  are  not  using  and  will  not  be  used  until  after  the  war  is  over,  and 
their  men  that  are  in  service  return  to  their  civilian  work,  indicating  that  there 
can  be  many  of  the  men  now  in  the  armed  services  absorbed  into  our  present 
occupancy  of  office  space  without  the  need  of  any  expansion. 

Since  1926  our  avemge  rental  rates  for  occupied  cffice  and  commercial  space, 
exclusive  of  the  banking  area  in  this  building,  have  been  as  follows : 

Average  rate 
per  square  foot 

$2.  03 


1926 
1927 
1928 
1932 
1033 
1934 
1935 
li)36 


Average  rate 
per  square  foot 

$2.  94 


2.84 
2.87 
2.67 
2.39 
2.12 
2.07 
2.06 


1937_ 
1938. 
1939- 
1940- 
1941_ 
1942- 
1943- 
1944- 


1.97 
1.96 
1.98 
1.91 
1.86 
1.86 
1.96 


The  reason  for  the  drop  in  rental  rate  in  the  years  1942  and  1943  is  that  we 
rented  substantial  areas  to  the  United  States  Government  at  a  lesser  rate  than 
was  being  paid  by  other  tenants  and  also  in  some  instances  they  occupied  less 
expensive  space  which  also  had  a  tendency  to  average  down  the  rental  rates. 

In  the  years  between  1940  and  1944  the  square-foot  cost  of  cleaning,  elevator 
operation,  supplies,  maintenance  of  the  building,  and  real-estate  taxes,  has  in- 
creased 25  percent.  Except  for  the  adjustment  of  rentals  to  bring  those  of  our 
tenants  who  had  been  given  temporary  relief  during  the  pre-war  period  back  to 
the  modified  rental  schedule  that  was  placed  in  effect  in  1934,  there  has  been 
very  little  of  this  increased  operating  expense  passed  on  to  the  tenants  as  is 
evidenced  by  the  change  in  our  average  square-foot  rental  rate  during  this  period. 

In  this  building  during  periods  of  depression,  tenants  were  given  individual  con- 
sideration in  the  form  of  temporary  rent  relief  depending  upon  how  severe  said 
depressions  affected  individual  businesses.  This  was  done  in  order  to  help  them 
stay  in  business  and  preserve  them  as  tenants.  Quite  naturally  as  this  relief  was 
only  temporary,  they,  and  the  building,  had  the  obligation  to  return  to  the  normal 
rental  rates  that  other  tenants  were  paying  for  comparable  space. 

In  light  of  the  information  and  facts  concerning  this  building  and  the  situa- 
tion in  Cleveland,  it  is  our  judgment  that  there  is  presently  available  enough 
vacant  office  space  in  Cleveland  to  meet  the  normal  business  requirements,  exclu- 
sive of  any  governmental  demands,  for  the  next  4  or  5  years,  and  by  that  time 
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the  additional  space  that  will  become  available  through  the  vacating  of  the  space 
presently  temporarily  occupied  by  the  Government  will  extend  that  period  for 
an  additional  number  of  years.  Therefore,  rent  control  legislation  as  applied  to 
office  and  commercial  space  is  unnecessary  and  the  interests  of  the  war  effort 
will  not  be  served  in  any  way  by  its  application  in  this  city. 
Sincerely  yours, 

H.  E.  Wktxs,  Vice  President. 

The  Williamson  Co., 

Cleveland^  November  29,  1944- 
Mr.  George  D.  McGwinn,  ' 

President,  the  Cleveland  Association  of  Building  Owners  &  Managers, 

Cleveland,  Ohio. 

Dear  Mr.  McGwinn  :  Trying  to  state  briefly  the  problems  of  operating  office- 
building  property  through  the  last  20  years  with  sufficient,  intelligible  clarity 
to  be  understood  by  one  not  thoroughly  versed  in  the  business  is  something  like 
trying  to  arrange  the  peace  of  the  world  in  one  brief  lesson  and  state  the  whole 
procedure  on  one  sheet  of  paper. 

Office  buildings,  as  you  know,  have  been  through  a  very  difficult  period  ever 
since  1929.  In  the  twenties  the  buildings  generally  had  good  occupancy,  at  rea- 
sonably good  rates,  and  sho\Yeil  a  reasonable  ratio  between  income  and  outgo. 
Since  that  time  that  ratio  has  gotten  out  of  line  because  the  income  has  been 
dowTi.  The  outgo  has  been  reduced  as  much  as  possible,  but  it  has  not  been 
possible  to  reduce  it  sufficiently  to  keep  the  ratio  where  it  should  be. 

More  recently  the  operating  expenses  have  increased  quite  appreciably.  Wage 
rates  have  advanced  sharply,  and  the  expenses  would  show  a  much  higher  figure 
than  they  do  if  we  were  not  neglecting  both  maintenance  and  operation  due  to 
the  fact  that  we  are  unable  to  hire  the  help  even  at  advanced  w^age  rates,  to 
properly  maintain  and  operate  the  properties. 

While  tenancy  has  been  tolerant  and  considerate  of  these  problems,  it  has  not 
been  a  satisfactory  picture  for  the  operating  force,  and  maintenance  has  been 
seriously  neglected.  The  office  building  business  has  some  characteristics  which 
are  not  generally  appreciated  and  which  should  be  stated  because  they  are  so 
important  to  our  general  picture.  First,  an  office  building  requires  a  huge  in- 
vestment which  is  fixed  in  steel,  brick,  and  mortar.  This  structural  creation  is 
subject  to  two  important  factors  which  impair  its  quality.  One  is  the  deprecia- 
tion whicli  comes  through  wearing  out  and  disintegration,  the  time-toll  factor 
which  is  always  in  work  on  all  materials.  The  other  is  obsolescence,  the  factor 
of  style  and  custom  so  important  in  maintaining  the  earning  quality  of  the 
property. 

It  is  well  recognized  that  with  some  limitations  the  older  property  can  be  main- 
tained almost  }'s  attractively  as  a  new  proiierty,  but  in  order  to  do  so  requires  a 
continuous  outlay  of  substantial  sums  of  money.  This  money  is  available  only 
through  rental  income.  The  period  through  which  we  have  bren  in  the  last  15 
years  has  been  so  severe  from  the  standpoint  of  small  net  return,  if  any,  that  funds 
for  maintaining  the  property  in  a  first-class  condition  have  not  been  available. 

Since  1941  the  Government  has  put  further  restraint  on  this  condition  by  not 
permitting  money  to  be  spent  for  anything  except  repairs  of  a  break-down  nature. 
During  these  latter  few  years,  income  has  been  up  primarily  because  of  greater 
occupancy,  so  that  there  has  been  some  improved  return  after  oper:«ting  expenses 
are  paid,  but  no  ways  near  what  the  figures  would  seem  to  show  because  of  the 
neglect  of  maintenance  and  the  inadequate  service  which  has  been  rendered. 
Hiese  figures,  of  course,  have  created  a  backlog  of  work  to  be  undertaken  ns  soon 
as  restrictions  on  material  and  labor  uses  are  lifted,  but  they  can  still  only  be 
undertaken  providing  the  buildings  can  find  the  money  through  rental  income 
sources  to  do  them. 

The  highly  competitive  nature  of  this  business,  the  great  variety  of  ownerships 
scattered  in  many  different  classes  of  people,  the  wide  v.'rintion  of  the  financial 
status  of  different  properties,  and  the  guiding  forces  behind  those  situations  are 
sufficient  in  themselves  to  prevent  anything  like  exorbitant  rates  in  office  buildings. 

There  is  still  a  substantial  vacancy  of  space  in  most  cities  and  overhanging  the 
market  are  the  Government  agencies  which  will  be  giving  up  spfce  in  substantial 
quantities  at  a  not  very  distant  date.  There  is  positively  no  inflation  in  the  busi- 
ness anywhere,  I  am  sure,  and  there  certainly  is  no  need  for  regulations  from 
the  standjwint  of  injury  to  the  people  who  need  to  rent  offices. 
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What  has  happened  to  the  Williamson  Building,  the  principal  property  of  the 
Williamson  Co.,  is  illustrated  in  the  figures  which  I  submit  herewith.  I  am  con- 
vinced that  these  figures  are  reasonably  indicative  of  the  whole  general  picture 
in  building  operation,  and  we  are  very  happy  to  have  you  compare  them  with 
other  buildings'  experiences.  This  building,  built  in  1900  on  the  principal  corner 
in  Cleveland— Public  Square  and  Euclid  Avenue— designed  by  George  B.  Post 
&  Sons,  an  18-story  structure  with  130,000  feet  of  office  space  and  24,000  feet  of 
mercantile  space,  is  at  this  date,  44  years  later,  a  reasonably  good  development 
for  this  important  corner. 


Year 


1926. 

1927. 

1928 

1932 

1933 

1934 

1935. 

1936. 


Rate  per  sqnare  foot 


Occupied 
offices 


272 
265 
254 
224 
191 


185 
170 


Total 
building 


244 
243 
242 
192 
140 


109 
121 


Office 
vacancy 


18.0 
16.90 
15. 05 
23.66 
25.53 


40.5 
35.05 


Year 


1937. 
1938. 
1939- 
1940- 
1941. 
1942. 
1943. 


Rate  per  square  foot 


Occupied 
offices 


164 


153 
160 
160 
165 


Total 
building 


129 


124 

136 
140 
147 


Office 
vacancy 


27.3 


28.17 
23.51 
22.05 
21.55 


In  addition,  these  figures  show  that  office  buildings  pay  from  25  to  35  per- 
cent of  their  income  toward  the  realty  taxes  which  carry  the  burden  of  local  gov- 
ernmental services,  added  to  which  now  is  the  matter  of  income  tax  of  40  percent 
providing  there  is  some  net  return  available,  which  income  tax  goes  to  the  Federal 
Government.  It  would  seem  that  the  opportunity  for  substantial  net  return  in  this 
business,  with  the  many  hazards  involved,  is  so  small  that  it  is  quite  unlikely  that 
organizations  of  means  will  soon  enter  this  field  to  create  new  office  space  in  the 
reasonably  near  future. 

The  picture  is  not  a  good  one.    The  investment  in  present  properties  has  been 
made  and  must  be  maintained,  and  will  do  better  without  any  regulations  from 
outside  than  it  could  possibly  do  under  any  regulated  set-up. 
This  is  the  writer's  opinion,  but  an  honest  one,  and  I  am  very  happy  to  supply  it. 
Cordially  yours, 

The  Williamson  Co., 
S.  M.  Buckingham, 

Managing  Agent. 

'  The  T.  W.  Grogan  Co., 

Cleveland,  November  29, 1944* 
,  Mr.  Geo.  McGwinn, 

President,  The  Cleveland  Association  of  Building  Owners  and  Maruigers, 
Cleveland,  Ohio. 

Dear  Mr.  McGwinn  :  In  resiwnse  to  your  request  for  a  report  on  the  various 
buildings  that  we  operate  to  be  used  as  supplementary  evidence  to  your  letter  to 
the  Committee  on  Banking  and  Currency  of  the  United  States  Senate  in  their 
consideration  of  placing  rental  ceilings  on  business  properties,  we  submit  the 
following  information  hastily  collected  for  this  purpose : 

The  enclosed  charts  ^  show  the  income,  operating  expenses,  fixed  charges  and 
real-estate  taxes  on  three  of  our  prominent  downtown  buildings.  The  chart  of 
the  Rockefeller  Building  shows  that  the  property  has  remained  approximately 
the  same  since  1939;  the  rate  per  square  foot  has  decreased  4  cents  per  square 
foot  despite  the  fact  that  the  United  States  Steel  subsidiaries  occupy  approxi- 
mately 70  percent  of  the  building  and  are  actively  engaged  in  the  war  effort, 
and  the  other  tenants  are  in  lines  related  to  the  coal  and  iron  industry.  We 
operate  the  property  for  the  bondholders  and  the  present  market  for  bonds  is 
approximately  50  cents  on  the  dollar.  Whereas  the  rates  in  1938  were  $1.67  per 
square  foot  per  annum,  our  rate  today  is  $1.64  per  square  foot  per  annum. 

The  Leader  Building  chart  shows  less  profit  in  1944  than  in  irS*^.  This  build- 
ing is  one  of  the  few  successful  buildings  in  this  city  and  although  it  was  con- 
structed in  1914  it  has  been  maintained  better  than  any  property  of  this  age  in 
the  city  of  Cleveland.     Since  the  decrease  in  its  rates  in  the  late  twenties,  it  has 

*  Not  prhited. 
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had  DO  mortgage  obligations  but  the  return  to  the  owners  has  been  less  than  the 
income  of  A  grade  bonds.  The  Leader  Building  office  rates  in  1938  were  $1.63 
per  square  foot.    In  1944  they  were  $1.64  per  square  foot. 

The  Hanna  Building  chart  will  show  the  sag  in  income  from  1931,  with* 
steady  recovery  since  1935.  Almost  all  of  the  increase  in  income  is  due  to  our 
strenuous  rental  campaign  to  fill  the  vacancies.  The  rate  per  square  foot  in 
1938  was  $1.46,  whereas  today  it  is  $1.57.  This  increase  in  rate  is  due  almost 
entirely  to  the  adjustment  of  substandard  rentals  which  were  granted  in  the 
depression  to  help  save  certain  business  organizations  from  liquidation. 

These  three  charts  show  the  picture  of  the  largest  buildings  we  operate.  Com- 
mercial buildings  that  our  office  has  handled  in  the  past  5  years  which  approxi- 
mate 100,  are  as  a  whole  in  much  worse  shape  than  the  big  three  menticned 
above.  As  a  matter  of  fact,  we  have  sold  in  the  past  2  years  approximately  50 
buildings  that  we  operated  and  not  one  of  them  was  sold  without  a  loss  to  the 
owner.  In  the  majority  of  cases,  the  owner  was  the  mortgage  holder  who  fore- 
closed for  protection.  The  operation  of  our  organization  in  the  past  20  years 
has  been  similar  to  an  undertaking  business.  Over  90  percent  of  our  business 
has  been  acquired  from  the  first  mortgageholder  whose  only  desire  wa's  to  save 
as  much  of  his  investment  as  possible.  The  equity  holders  in  almost  every  in- 
stance have  lost  their  entire  investment. 

Therefore,  if  rent  ceilings  are  placed  on  commercial  properties  at  this  time, 
when  there  is  some  evidence  of  recovery,  I  clearly  foresee  a  repetition  of  the 
disastrous  results  that  occurred  to  our  industry  in  the  late  twenties  and  early 
thirties. 

Very  truly  yours, 

T.  W.  Gbogan,  President. 

STATEMENT  OF  WARREN  S.  MOORE,  DIRECTOR,  AND  REPRESENTA- 
TIVE OF  DTJLUTH  BUILDING  OWNERS  AND  MANAGERS  ASSOCIA- 
TION, DTTLIITH,  MINN. 

Mr.  Moore.  My  name  is  Warren  S.  Moore. 

I  appear  on  behalf  of  the  Dukith  Building  Owners  and  Managers 
Association  in  opposition  to  S.  2176.  I  am  a  director  of  our  local  asso- 
ciation. We  are  unanimous  in  our  opposition  to  the  bill  and  maintain 
that,  insofar  as  our  community  is  concerned,  which  has  a  number  of 
industries  engaged  in  war  production,  there  is  no  existing  condition 
which  would  justify  an  extension  of  Government  control  of  commer- 
cial rents. 

Our  association  embraces  approximately  90  percent  of  the  office  space 
in  the  city  of  Duluth,  or  400,00  out  of  450,000  square  feet.  Attached 
hereto  I  am  submitting  a  schedule  showing  rents  received  one  eight 
first-class  office  buildings  for  the  years  1933,  1938,  and  1943.  This 
schedule  clearly  shows  two  things :  First,  that  office  buildings  in  our 
community  have  not  yet  recovered  their  loss  of  revenue  occasioned  by 
the  depression  and  new  construction  early  in  1932;  and,  second,  that 
there  is  now  a  very  substantial  vacancy  in  office  building  space  amount- 
iiT^  to  22.8  percent.  More  particularly  the  totalearnings  in  these  eight 
office  buildings  after  depreciation  in  1933  was  $31,307,  or  a  little  over 
1  percent  on  the  invested  capital. 

In  1938  the  total  earnings  were  zero  and  in  1943  these  buildings  did 
not  even  earn  their  depreciation.  The  condition  of  second-class  office 
buildings  in  the  city  is  even  worse.  They  have  not  earned  anything 
in  the  last  20  years  and  their  vacancy  is  24.7  percent. 

The  United  States  Government  is  renting  office  space  in  the  city  of 
Duluth  today  for  $1  and  $1.25  per  square  foot  per  year.  There  is  ample 
room  for  Government  office  space  required  for  war  industry  to  expand, 
if  necessary.  A  lO-percent  increase  in  rents  throughout  the  first-class 
office  buildings  would  give  us  a  return  of  only  1.4  percent  on  invested 
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capital  and  there  never  could  be  a  squeeze  on  office  space  with  22.8  per- 
cent vacant  in  eight  buildings,  or  24.7  percent  vacant,  if  all  office  build- 
ings were  considered ;  one  large  centrally  located  property  is  50  percent 

^Tdo  not  have  the  complete  figures  for  retail  store  space  with  the  city 
of  Duluth,  but  with  main  retail  section  of  the  city  comprising  30  busi- 
ness blocks  there  is  a  vacancy  of  10  percent  of  the  stores,  ^eluding  50 
feet  in  and  65  feet,  respectively,  on  the  second  and  third  best  retail 
blocks  in  the  entire  city.  . 

Of  course,  owners  and  agents  for  retail  stores  would  like  to  increase 
store  rentals.  Some  are  automatically  obtaining  same  by  reason  ot 
percentage  leases.  But  immediately  surrounding  the  100  percent  retail 
section  the  condition  of  the  property  from  an  earnings  standpomt  is 
truly  distressing,  and  in  this  connection  I  respectfully  reter  you  to 
schedule  II.  You  will  note  that  in  4  block  in  West  Superior  Street 
rents  in  10  locations  have  decreased  42  percent  since  1930  and  m  12 
locations  representative  properties  along  First  Street  rents  have  de- 
clined, since  1930, 36  perceftt.  ,     .       .,  i.  ..  X- 

A  25-percent  increase  in  store  rentals  m  either  of  these  sections 
would  occasion  no  hardship  but  relieve  property  owners  of  certain 
loss  of  income  and  eventually  a  loss  of  capital  investment  it  the  con- 

.dition  is  not  soon  corrected.  .,-,«• 

In  addition  to  the  above-mentioned  available  retail  and  office  space, 
there  exists  in  the  city  a  very  substantial  amount  of  loft  space  suit- 
able for  light  manufacturing.  There  are  entire  buildings  available 
for  such,  if  wanted,  some  of  which  have  passed  to  the  State  and  county 
for  nonpayment  of  taxes,  and  which  space  could  be  occupied  tor  a 

fraction  of  its  former  rent.  .     ,     ,  x  i  •    ^-c  „f;^,. 

Insofar  as  our  area  is  concerned,  there  is  absolutely  no  ]ustitication 
for  this  bill.  It  will  not  aid  or  cheapen  the  cost  of  war  industry  at 
the  head  of  the  lakes  one  penny.  There  is  utterly  no  excuse  for  it 
and  we  urge  you  to  spare  us  the  added  burden  and  annoyance  ot  stiU 
more  reports,  more  petitions,  requests,  and  the  filling  of  endless  forms 

to  no  reasonable  purpose.  ^     ,    .,i.        -    j.x,      -4.      * 

I  have  a  schedule  of  eight  first-class  office  buildings  m  the  city  of 
Duluth,  Minn.,  representing  30,000  square  feet  out  of  a  total  of  440,UUU 
square  feet  for  the  citv.  In  1933  the  rental  revenue  office  space  was 
$397,005,  in  1938  it  wa^s  $395,471,  and  in  1913  it  was  $371,815. 

The  rental  revenue  store  space  in  1933  was  $117,156,  whereas  m  19d8 
it  was  $116,152,  and  in  1943  it  was  $123,337.       ^ 

The  total  rents  for  1933  were  $514,161,  1938  they  were  $511,623, 
and  in  1913  they  were  $495,152. 

The  cost  of  operating  in  1933  was  $482,854,  and  in  1938  it  was 
$511,914,  and  in  1943  it  was  $501,771. 

The  profit  in  1933  was  $31,307.  In  1938  it  showed  a  loss  of  $291, 
and  in  1943  there  was  a  loss  of  $6,619. 

The  percentage  of  vacant  office  space  in  1933  was  25.8  percent.  In 
1938  it  was  22.5  percent.    In  1943  it  was  22.8  percent. 

With  regard  to  the  retail  store  space  in  the  city  ot  Duluth,  Minn., 
the  yearly  rent  in  16  locations  in  4  business  blocks  in  Superior 
Street  from  Third  Avenue  to  Fifth  Avenue,  the  yearly  rent  in  1930 

was  $73,576.  -rworv 

The  yearly  rent  in  1938  was  $43,290,  being  58.8  percent  of  1930. 
The  yearly  rent  in  1943  was  $43,116,  being  58.6  percent  of  1930. 
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The  yearly  rent,  in  12  locations  in  8  business  blocks  in  First  Street 
from  First  Avenue  East  to  Fourth  Avenue  West,  in  1930  was  $29,712. 
The  yearly  rent  in  1938  \^'as  $20,076,  which  was  67.6  percent  of  1930. 
The  yearly  rent  in  1943  was  $19,020,  which  was  64  percent  of  1930 

STATEMENT  OF  F.  L.   GILBERT,  PRESIDENT  OF  THE  BUILDING 
OWNERS  AND  MANAGERS  ASSOCIATION  OF  PHILADELPHIA 

Mr.  GnjjERT.  T  am  F.  L.  Gilbert,  of  the  Jackson-Cross  Co.,  man- 
agers of  the  Lincoln-Liberty  Building  at  the  northeast  corner  of  Broad 
and  Chestnut  Streets,  Philadelphia,  Pa.  I  am  present  at  this  hear- 
ing in  the  capacity  of  president  of  the  Building  Owners  and  Managers 
Association  of  Philadelphia. 

Our  association  is  an  organization  composed  of  owners  and  man- 
agers of  multistory  office,  loft  and  apartment  buildings  and  was  or- 
ganized in  1916.  We  represent  115  multistory  buildings  with  an 
assessed  valuation  of  $148,659,560. 

On  behalf  of  these  buildings  we  wish  to  express  to  you  our  opposi- 
tion to  Senate  bill  No.  2176  which  bill  would  amend  the  Emergency 
Price  Control  Act  of  1942  to  include  business  accommodations. 

Commercial  rental  conditions  in  the  Philadelphia  area,  in  our  opin- 
ion, present  no  justification  whatever  for  governmental  regulation. 
It  is  our  opinion  that  the  natural  economic  law  of  supply  and  demand 
has  been  far  more  effective  in  stabilizing  rentals  than  any  other  regu- 
lation could  possibly  do.  The  clerical  work  necessitated  by  any  gov- 
ernmental regulation  would  impose  an  intolerable  burden  and  expense 
on  buildings  already  overburdened  with  high  taxes  and  increased  oper- 
ating costs  not  to  mention  the  additional  expense  to  the  Government 
in  administering  same.  We  feel  you  should  also  consider  the  deplor- 
able condition  of  the  rental  market  during  the  period  1932  to  1942. 
During  this  period  commercial  rentals  were  almost  at  an  all-time  low, 
due  to  the  large  vacancy  in  commercial  buildings,  and  the  consequent 
reaction  on  rental  rates  caused  by  the  law  of  supply  and  demand. 

During  this  period  commercial  properties  not  only  did  not  earn  a 
return  on  their  investment,  but  in  most  cases  suffered  enormous  losses, 
which  resulted  in  foreclosures  and  bankruptcy  proceedings  in  a  large 
number  of  buildings.  Some  of  these  properties,  only  because  of  in- 
creased occupancy,  have  just  begun  to  again  see  the  light  of  day.  Even 
though  a  small  number  of  the  commercial  buildings  are  now  showing 
a  return  on  their  investment,  this  is  partly  due  to  the  fact  that  most 
commercial  properties  are  operating  with  anywhere  from  75  to  85 
percent  of  their  normal  force. 

This  condition  gives  a  false  picture  with  regard  to  operating  costs 
for  when  manpower  is  again  available  these  operating  expenses  must 
increase  and  probably  wipe  out  the  small  net  profit  earned.  This  is 
particularly  true  if  space  occupied  by  governmental  agencies  is  va- 
cated, thereby  again  increasing  our  vacant  area  and  again  the  law  of 
supply  and  demand  begins  to  operate. 

In  Philadelphia  we  have  10,406,972  square  feet  of  commercial  office 
space.  On  October  1,  1944,  9,537,470  square  feet  or  91.65  percent  was 
occupied.  Of  this  amount,  1,114,284  square  feet  or  10.7  percent  of 
the  total  area  was  occupied  by  the  United  States  Government.  These 
figures  reflect  a  vacant  area  of  869,502  square  feet  or  8.35  percent  and 
a  potential  vacant  area  of  l,9a3,786  square  feet  or  19  percent  of  the 
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total  area  if  governmental  agencies  relinquish  space,  and  very  sizable 
blocks  of  office  space  have  already  been  vacated.  Ihe  vacant  area  ot 
869.502  square  feet  alone  is  large  enough  to  assure  tenants  of  no  sub- 
stantial increase  in  office  rent,  due  again  to  the  operation  of  the  funda- 
mental economic  laws.  . 

We  have  iust  completed  our  semiannual  survey  of  office  rents  m 
Philadelphia  which  included  44  buildings  with  a  total  office  rental  area 
of  6,880,732  square  feet.  The  average  rate  per  square  toot  of  oftce 
space  for  those  buildings  was  $1.78.  Of  the  44  buildings,  4  buildings 
showed  no  change  in  their  rates,  16  buildings  showed  a  decrease  in 
rates  of  an  average  of  1.8  percent,  24  buildings  showed  an  average  in- 
crease in  rates  of  7.3  percent.  These  percentage  increases  are  based 
on  the  rentals  paid  January  1, 1942,  at  which  time  the  vacant  rentable 
area  in  Philadelphia  was  approximately  2,000,000  square  feet  or  20 

^^^The  average  cost  of  operating  a  square  foot  of  office  rental  area  in 
Philadelphia  in  1943  was  $1.49  per  square  foot.  The  mortgage  interest 
and/or  return  on  investment  at  the  rate  of  5  percent  would  increase 
this  cost  by  $1  or  a  total  of  $2.49  per  square  foot. 

Of  the  44  buildings  included  in  our  recent  survey  there  were  only  4 
buildings  which  are  receiving  an  average  rate  per  square  foot  of  ^2.50 
or  more!  As  you  can  see  there  are  40  buildings  therefore  which  cannot 
earn  a  proper  return  on  their  investment  and  in  most  cases  are  ]ust 
about  earning  operating  costs  and  fixed  charges. 

We  also  made  a  survey  which  covered  14  lott  buildings  with  a  rent- 
able area  of  2.472,800  square  feet.  The  highest  rental  rate  per  square 
foot  in  these  buildings  was  59  cents  and  the  lowest  20  cents. 

Two  buildings  showed  a  decrease  of  1  percent  m  rental  rates  over  the 
past  3  years ;  12  buildings  showed  an  average  increase  of  9.3  percent. 
The  highest  increase  being  20  percent  and  the  lowest  3  percent. 

Gentlemen,  I  believe  the  foregoing  figures  and  statements  prove 
conclusively  that  the  rental  rates  for  commercial  properties  m  Phila- 
delphia in  ho  way  present  any  inflation  problem.  We  therefore  earn- 
csth^  urge  that  you  base  your  actions  on  this  bill  on  general  conditions 
applying  to  commercial  rents  and  not  on  a  relatively  few  isolated  cases 
where  owners  or  agents  may  have  taken  advantage  of  pecuhar  circum- 
stances to  increase  rents  beyond  the  true  value  of  the  properties. 

STATEMENT  OF  GEORGE  A.  KTJHN,  DIRECTOR,  BUILDING  OWNERS 
AND  MANAGERS  ASSOCIATION  OF  INDIANAPOLIS,  INDIANAPO- 
LIS, IND. 

Mr.  KuHN.  My  name  is  George  A.  Kuhn  and  I  appear  here  on  be- 
half of  the  Building  Owners  and  Managers  Association  of  Indian- 

^^ItTs  the  opinion  of  the  Building  Owners  and  Managei^  Association 
of  Indianapolis  that  business  rent  control  is  neither  necessary  nor  de- 
sirable on  a  national  basis— certainly  not  on  the  basis  proposed  m  Sen- 
ate bill  2176,  for  the  following  reasons : 

There  is  no  undue  increase  in  business  property  rentals  over  the 
country.  As  a  matter  of  fact,  business  rentals  have  not  been  increased 
in  the  same  proportion  as  other  costs. 

It  would  be  impossible  to  place  leases  for  such  varied  types  of  occu- 
pancy in  one  classification  as  (1)  storerooms,  downtown  and  outlying; 
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(2)  office  space;  (3)  loft  space;  (4)  warehousing;  (5)  industrial; 
(6)  garage;  (7)  theater;  (8)  department  stores ;  and  (9)  automobile 
sales  and  service. 

Commercial  leasing  is  a  highly  specialized  industry  involving  varia- 
tions of  such  subjects  as  (1)  percentage  leases,  with  all  their  complexi- 
ties ;  (2)  long  or  short  term ;  (3)  flat  rental  or  graduated  scale ;  (4)  who 
is  to  pay  the  cost  of  new  improvements  or  alterations;  and  (5)  varia- 
tion in  services  to  be  rendered. 

Bentals  for  business  properties  do  not  represent  a  direct  charge 
against  the  cost  of  living  and  therefore  do  not  affect  inflation. 

In  the  main  business  leases  are  made  for  a  longer  period  of  time 
preventing  the  lessor  from  replacing  his  merchandise  at  a  higher  or 
lower  cost  as  the  case  may  be  and  for  that  reason  business  properties 
cannot  be  considered  as  a  consumers-goods  commodity  but  must  be  con- 
sidered as  capital  goods  not  subject  to  the  wide  fluctuation  nor  controls 
that  are  applicable  to  retail  trade  and  other  consumer-goods  industries. 

If  it  were  desirable  or  even  possible  the  cost  of  administration  would 
be  prohibitive. 

Specifically  it  applies  to  the  rental  conditions  in  office  space  in  In- 
dianapolis; the  following  statistics  are  furnished  by  the  B.  O.  M.  A. 
representing  25  of  the  larger  office  buildings  in  the  city.  With  19  ot 
the  25  buildings  reporting  the  comparative  rates  i^er  square  foot  per 
annum  of  occupied  space  above  the  first  floor,  assuming  the  period 
1920-30  as  100  percent,  is  as  follows : 

Percent 
1920-30 100 

1935-40 78 

1941 :::_:__:__:  84 

1944 89 

In  other  words,  the  price  per  square  foot  of  office  space  which  is  the 
standard  of  measurement,  is  11  percent  less  in  1944  than  the  period  of 
1820-30  and  only  12.8  percent  above  the  depth  of  the  depression  and 
only  5.5  percent  above  the  1941  price.  Certainly  no  one  will  argue 
that  the  slight  increase  of  5.5  percent  above  1941  levels  is  exorbitant 
or  even  keeping  pace  with  the  price  trend  in  general. 

Meanwhile,  total  expenses  of  office  buildings  in  Indianapolis  as 
shown  by  the  office  building  exchange  reports  have  increased  in  1 
year  alone  from  $1.07  to  $1.12  per  square  foot  per  annum  from  1942 
to  1943.  This  increased  cost  does  not  tell  the  whole  story,  as  the  item 
of  deferred  maintenance  over  the  past  few  years  would  average  at 
least  20  cents  per  square  foot.  This  is  work  that  must  abosolutely 
be  done  if  the  properties  are  not  to  suffer  an  unwarranted  deprecia- 
tion and  obsolescence. 

Investigations,  now  in  process,  although  they  are  not  quite  com- 
pleted, show  the  same  conditions  to  exist  in  rental  rates  for  other 
business  properties.  There  has  been  an  increase  in  retail  storeroom 
rentals  that  are  on  percentage  leases  but  only  in  direct  proportion 
to  their  volume  of  business  and  present  an  increase  over  starvation — 
to  the  lessors— rentals  during  the  depth  of  the  depression  where  in 
most  cases  the  guaranteed  minimum  barely  covered  fixed  charges 
and  the  only  hope  of  the  lessor  was  in  being  able  to  collect  some  per- 
centage rental  on  excess  gross  sales. 
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We  will  gladly  furnish  the  answer  to  questions  that  might  arise  in 
the  minds  of  any  member  of  the  committee  with  reference  to  the 
rental  conditions  of  business  occupancies  in  Indianapolis. 

We  respectfully  suggest  that  the  committee  take  unfavorable  action 
on  the  proposed  legislation  contained  in  Senate  bill  2176. 

STATEMENT    OF    GEORGE    B.    SIMMONS,    PRESIDENT,    BUIIDINO 
OWNERS  AND  MANAGERS  ASSOCIATION,  BALTIMORE,  MD. 

Mr.  Simmons.  My  name  is  George  B.  Simnions.  I  ain  president 
of  the  Building  Owners  and  Managers  Association  of  Baltimore  City, 
Baltimore. 

I  respectfully  submit  the  facts  regarding  rental  rates  in  Baltimore 
office  buildings  during  the  past  several  years. 

The  average  occupancy  of  office  buildings  in  Baltimore,  as  of  Octo- 
ber 1, 1944,  was  almost  100  percent — 98.91  percent,  to  be  exact — higher, 
we  believe  than  anywhere  in  the  country  with  the  possible  exception 
of  Washington,  D.  C. 

Nevertheless,  with  an  intimate  knowledge  of  the  facts,  we  submit 
the  categorical  statement  that  even  under  such  conditions  there  has 
been  no  unfair  increase  in  office  rental  rates  in  Baltimore.  As  sup- 
porting evidence  we  submit  the  following  data  taken  from  the  ex- 
perience exchange  report,  published  annually  by  the  National  Associa- 
tion of  Building  Owners  and  Managers  from  data  reported  by  build- 
ings in  cities  throughout  the  United  States. 

Ofj^e  rental  income 


1038 
1939 
1040 


Per  square 
foot  rented 

Percentage 
increase 
over  1938 

$1. 591 
1.490 
1.516 

-6.0 
-4.7 

Per  square 
foot  rented 


Percentage 

increase 

over  1938 


1941 
1942 
1943 


$1,538 
1.678 
1.708 


-3.3 
5.5 
7.4 


The  aforegoing  record  shows  that  a  gradual  increase  in  average  ren- 
tal rates  had  been  taking  place  for  a  number  of  years  prior  to  the  war, 
and  that  this  increase  was  only  slightly  affected  by  the  increased  occu- 
pancy resulting  from  war  conditions.  Actually,  this  gradual  upward 
tendency  reflects  the  slow  emergence  of  our  whole  industry  from  the 
extremely  unfavorable  conditions  that  afflicted  office  buildings  during 
the  depression  of  the  mid-thirties.  Due,  as  you  undoubtedly  know,  to 
the  carry-over  effect  of  the  many  leases  liaving  terms  of  several  years, 
any  marked  change  in  office-building  rates  invariably  lags,  by  months 
or  years,  behind  corresponding  changes  in  general  business; 

The  greater  part,  therefore,  of  the  increase  in  rates  shown  in  the 
above  data  must  be  attributed,  not  to  the  1941-43  period,  but  to  the 
rise  in  the  general  economy  that  had  taken  place  in  prior  years. 

In  summary,  the  facts  are  that — 

1.  There  has  been  no  attempt  in  Baltimore  office  buildings  to  capital- 
ize on  war  conditions  by  general  or  unjustified  rental  increases. 

2.  To  place  this  industry  under  governmental  price  control  is  com- 
pletely unnecessary,  and  would  serve  no  real  purpose. 
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3.  The  effect  of  such  control  would  be  to  impose  a  a  ei y  real  and 
thoroughly  unwarranted  hardship  on  an  industry  alreacly  severely 
handicapped  by  lack  of  personnel,  lack  of  materials  for  plant  main- 
tenance and  repair,  and  sharply  increased  costs  of  operation. 

The  facilities  and  services  rendered  both  to  private  business  and  to 
Government  by  the  office  building  industry  are  obviously  vital  to  the 
war  eifort;  nevertheless,  the  industry  has  not  been  rated  as  "essential" 
in  such  matters  as  employment  of  personnel,  and  the  re>sulting  difficul- 
ties in  operation  have  been  very  great.  In  Baltimore  we  feel  that  we 
have  made  a  sincere  effort  to  contribute  to  the  national  interest,  and  we 
trust  that  our  job  will  not  be  made  even  more  complex  by  unnecessary 
supervision. 

We  have  made  this  statement  as  brief  as  possible.  We  shall  be  glad, 
however,  to  elaborate  on  any  phase  of  the  situation  and  to  submit  any 
further  data  that  you  would  like  to  have. 

STATEMENT  OF  M.  C.  STANLEY,  PRESIDENT,  AKKON  ASSOCIATION 
OF  BUILDING  OWNERS  AND  MANAGERS,  AKRON,  OHIO 

Mr.  Stanley.  I  am  M.  C.  Stanley,  of  Akron,  Ohio,  representing  the 
Akron  Association  of  Building  Owners  and  Managers. 

Akron  accredited  with  being  the  center  of  the  rubber  industry  ranks 
high  in  the  list  of  vital  war  material  producers,  and  is  also  listed  among 
the  top  most  critical  labor  shortage  areas.  Normal  population  of  the 
city  is  250,000.    This  figure  has  increased  to  over  300.000  since  1941. 

In  the  buildings  represented  by  our  association,  ground-floor  or 
storeroom  space  has  been  100  percent  occupied  over  the  past  3  years. 
During  the  same  period  of  time,  the  office  area  occupancy  has  increased 
to  9G.6  percent. 

Office  area  rentals  from  September  1941  to  September  1944  have 
been  increased  on  an  average  of  approximately  6  percent,  some  build- 
ings reporting  increases  of  21/2  percent,  and  others  up  to  8  percent, 
depending  on  their  hx^ation  in  the  downtown  business  district.  These 
are  not  blanket  increases.  They  represent  a  stabilization  of  rental 
rates  to  those  tenants  whose  rent  had  been  reduced  during  the  1930's. 
The  percentage  of  increase  as  indicated  above  does  not  bring  the  rents 
up  to  where  they  were  prior  to  the  depression  period. 

The  majority  of  ground-floor  rentals  are  based  on  percentage  of 
sales.  Any  increases  to  these  tenants  are  due  to  the  substantial  in- 
creases in  the  retail  sales  of  the  tenant.  In  no  instance  has  the  rental 
percentage  to  these  tenants  been  increased.  To  the  contrary,  in  three 
specific  cases  where  the  rental  rate  percentage  was  inequitable,  it  was 
voluntarily  reduced. 

We,  as  a  group,  are  opposed  to  Senate  bill  S.  2176.  We  believe  that 
the  legislation  proposed  is  unnecessary  and  will  not  benefit  any  sub- 
stantial number  of  people. 

STATEMENT  OF  F.  POCHE  WAGUESPACK,  REPRESENTING  NEW 
ORLEANS  ASSOCIATION  OF  BUILDING  OWNERS  AND  MANAGERS, 
INC.,  AND  REAL  ESTATE  BOARD  OF  NEW  ORLEANS,  INC. 

Mr.  Waguespack.  I  am  here  on  behalf  of  the  New  Orleans  Asso- 
ciation of  Building  Owners  and  Managers,  Inc..  an  organization  whose 
members  are  comprised  of  all  of  the  larger  office  I  uilding  ov^ners  and 
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managers  and  the  great  majority  of  the  smaller  office-building  owners 
and  managers. 

I  also  appear  as  representing  the  Real  Estate  Board  of  New  Or- 
leans, Inc.,  whose  members  are  composed  of  practically  100  percent 
of  all  licensed  brokers  in  New  Orleans. 

We  are  opposed  to  Senate  bill  No.  2176. 

This  matter  has  been  before  this  committe  on  a  previous  occasion, 
and  many  facts  and  figures  have  been  presented  at  this  previous  hear- 
ing and  at  the  present  hearing  by  many  of  my  colleagues.  It  is  not 
my  intention,  therefore,  to  clutter  up  the  record  with  an  endless  repe- 
tition of  the  same  facts  and  figures. 

When  it  was  called  to  the  attention  of  the  New  Orleans  Association 
of  Building  Owners  and  Managers,  Inc.,  some  10  days  ago  that  this 
hearing  would  be  held  on  November  30  and  December  1,  they  immedi- 
ately asked  all  of  its  members  to  report  the  latest  information  as  to 
present  rentals  in  their  respective  properties. 

All  of  the  properties  reported  that  their  present  rentals  did  not 
exceed  previously  established  rentals,  rentals  that  had  been  established 
prior  to  Pearl  Harbor.  There  was  only  one  exception.  This  building 
reported  present  rentals  at  6  and  a  fraction  percent  above  previously 
established  rentals. 

The  Real  Estate  Board  of  New  Orleans,  which  is  one  of  the  oldest 
boards  in  the  country,  also  desires  to  report  that  the  rentals  of  stores 
and  other  properties  in  New  Orleans  today  are  not,  percentagewise, 
any  greater  than  they  were  2  and  3  years  ago.  This,  of  course,  would 
not  apply  to  percentage  leases. 

We  are  opposed  to  Senate  bill  No.  2176,  because  Ave  do  not  believe 
it  is  necessary  and  because  we  have  all  experienced  the  tremendous 
amount  of  detail  necessary  in  connection  with  O.  P.  A.'s  freezing  of 
residential  rents,  and  we  realize  that  an  attempt  to  freeze  commercial 
rents  would  entail  endless  problems  because  of  the  many  different  types 
and  conditions  which  prevail  in  the  commercial  rental  field. 

I  desire  to  submit  for  the  consideration  of  the  committee  some  let- 
ters and  extracts  from  minutes  of  a  meeting  of  the  executive  committee, 
which  I  believe  will  be  of  interest. 

(The  documents  referred  to  follow :) 

Real  Estate  Board  of  New  Orleans,  Inc., 

Uew  Orleans,  La.,  November  28,  1944- 

Extract  from  the  minutes  of  a  meeting  of  the  executive  committee  of  the 
Real  Estate  Board  of  New  Orleans,  Inc.,  held  this  day,  a  quorum  being  present. 

It  was  moved,  duly  seconded,  and  carried  that  the  Real  Estate  Board  of 
New  Orleans,  Inc.,  go  on  record  as  being  opposed  to  Senate  bill  No.  2176,  freez- 
ing rents  on  business  accommodations,  and  that  Mr.  F.  Poche  Waguespack 
be  authorized  to  represent  this  board  at  a  hearing  on  this  bill. 

A  true  copy. 

[SEAL]  RoBT.  J.  Palfrey, 

Executive  Secretary. 

New  Orleans  Assoclation  of  Building  Owners  and  Managers,  Inc., 

New  Orleans,  La.,  November  28,  1944^ 

1.  Building:  Baronne  Building. 

2.  Rental  area:  Stores,  3,465  square  feet;  offices,  25,965  square  feet;  total, 
29,430  square  feet. 

3.  Do  you  have  an  established  rate  for  office  space?  Yes.  When  was  this  rate 
established?  About  July  1943.  How  does  this  rate  compare  with  your  present 
rate?    Same.    How  much  percent  increase?    — . 
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4.  Do  you  have  an  established  rate  for  store  space?  No.  When  was  thia 
rate  established?  —  How  does  this  rate  compare  with  your  present  rate? 
—    How  much  percent?    — . 

5.  What  is  your  established  scheduled  average  over-all  rate  for  office  space? 
$1.65  per  square  foot  i)er  annum. 

6.  What  is  average  rate  for  space  now  under  lease?  $1.62  per  square 
foot  per  annum. 

7.  Have  you  made  any  leases  for  space  above-scheduled  rate  since  January  1, 
1943?     Yes.     If  so,  what  area?    3,733  square  feet;  increase,  about  8  percent. 

Leo  Fellman  &  Co., 
Agents  for  Baronne  Building. 
By  P.  Malochee. 


New  Orleans,  November  27, 19  ^. 

1.  Building:  Pere  Marquette  Building. 

2.  Rental  area :  stores,  24,096  squ^are  feet ;  officers,  108,462  square  feet ;  total, 
132,558  square  feet. 

3.  Do  you  have  an  established  rate  for  office  space?  Yes.  When  was  this 
rate  established?  1933.  How  does  this  rate  compare  with  your  present  rate? 
Same.    How  much  percent  increase?    None. 

4.  Do  you  have  an  established  rate  for  store  space?  Yes.  When  was  this 
rate  established?  1933.  How  does  this  rate  compare  with  your  present  rate? 
Same.    How  much  percent?    None. 

5.  What  is  your  established  scheduled  average  over-all  rate  for  office  si>ace? 
$1.91  rer  square  foot  per  annum. 

6.  What  is  average  rate  for  space  now  under  lease?  $1.86  per  square  foot 
per  annum. 

7.  Have  you  made  any  leases  for  space  above-scheduled  rate  since  January 
1,  1942?    No.    If  so,  what  area  —  square  feet ;  increase  —  percent. 

Maibon  Owen,  Manager. 

New  Obleans,  November  27,  1944' 

1.  Building:  Maison  Blanche  Building. 

2.  Rental  area :  Stores,  283,000  square  feet ;  office,  115,378  square  feet ;  total, 
398.378  square  feet. 

3.  Do  you  have  an  established  rate  for  office  space?    Yes.    When  was  this 
.  rate  established?    1941.     How  does  this  rate  compare  with  your  present  rate? 

Same.    How  much  percent  increase?    None. 

4.  Do  you  have  an  establishe<l  rate  for  store  space?  Yes.  When  was  this 
rate  established?  1933.  How  does  this  rate  compare  witli  your  present  rate? 
Same.     How  much  percent?    N(»iie. 

5.  What  is  your  established  scheduled  average  over-all  rate  for  office  space? 
$ — per  square  foot  per  annum. 

6.  What  is  average  rate  for  space  now  under  lease?  $ —  i)er  square  foot  per 
aimum. 

7.  Have  you  made  any  leases  for  space  above-sclieduled  rate  since  January 
1,1942?    No.    If  so,  what  area  —  square  feet  increase  —  percent. 

Victor  J.  Gkos,  Manager. 

New  Orleans,  November  27,  1944. 

1.  Building:  Audubon  Building. 

2.  Rental  area:  Stores  or  hank,  15,000  square  feet;  offices,  62,559  square  feet; 
total,  77,559  square  feet. 

3.  Do  you  have  an  established  rate  for  office  space?  Yes.  When  was  this 
rate  establishefl?  1942.  How  does  this  rate  compare  with  your  present  rate? 
Same.     How  much  percent  increase?    — 

4.  Do  you  have  an  established  rate  for  store  space?  AH  on  long  term  per- 
centage lease.s.  When  was  this  rate  established?  —  How  does  this  rate 
compare  with  your  present  rate?    —    How  much  percent?     — 

5.  What  is  your  established  scheduled  average  over-all  rate  for  office  space? 
Appr<»ximately  $2  per  square  foot  per  annum. 

6.  What  is  average  rate  for  space  now  under  lease?  Approximately  $2  per 
square  foot  per  annum. 

7.  Have  you  made  any  leases  for  space  above-scheduled  rate  since  January 
1,  1942,    No.    If  so,  what  area  —  square  feet  increase  —  percent. 
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New  Orleans,  November  27,  1944* 

1.  Building:  Richards.  ^    . 

2.  Rental  area :  Stores  or  bank,  10,630  square  feet;  offices,  108,841  square  feet; 

total,  119,471  square  feet.  „,_  ^i.. 

3.  Do  you  have  an  established  rate  for  office  space?  Yes.  When  was  this 
rate  established?  In  1940.  How  does  this  rate  compare  with  your  present 
rate?      —    How  much  percent  increase?    Six  and  four-tenths.    Our  present  rate 

is  6.4  percent  higher.  ^    „        .nr^  *v* 

4.  Do  you  have  an  established  rate  for  store  space?  Yes.  When  was  this 
rate  established?  In  1940.  How  does  this  rate  compare  with  your  present 
rate?    —    How   much— percent— .    Our  present   rate  is  6.47  percent   higher. 

5.  What  is  your  established  scheduled  average  over-all  rate  for  office  space? 
$ — ^per  square  foot  per  annum. 

6.  What  is  average  rate  for  space  now  under  lease?  $ — per  square  foot  per 
annum.  . 

7.  Have  you  made  any  leases  for  space  above  scheduled  rate  since  January 
1,  1942?  —  If  so,  what  area— square  feet  increase— percent.  No.  7  will  be 
answered  later. 

Waguespack,  Peatt,  Inc., 

Agents. 

W.   J.    VlLLABRUBIA. 

New  Orleans,  November  27,  1944- 

1.  Building:  International. 

2.  Rental  area :  Stores  or  bank,  none ;  offices ;  total. 

3.  Do  you  have  an  established  rate  for  office  space?  Yes.  When  was  this 
rate  established?  1938.  How  does  this  rate  compare  with  your  present  rate? 
Same.    How  much  percent  increase?    None. 

4.  Do  you  have  an  established  rate  for  store  space?  None.  When  was  this 
rate  established?  —  How  does  this  rate  compare  with  your  present  rate?  — 
How  much  —  percent  — ? 

5.  What  is  your  established  scheduled  average  over-all  rate  for  office  sjiace? 
$1.35  per  square  foot  per  annum. 

6.  What  is  average  rate  for  space  now  under  lease?    $1.35  per  square  foot 

per  annum. 

7.  Have  you  made  any  leases  for  space  above  scheduled  rate  since  January 
1.  1942?    No.    If  so,  what  area  —  square  feet? 

T.  H.  Lynch. 

New  Orleans,  November  27,  1944. 
1.  Building :  Hibernia  Bank  Building. 
'   2.  Rental  area :  Stores  or  bank,  32,596  square  feet ;  offices,  139,926  square  feet ; 
total,  172,522  square  feet. 

3.  Do  you  have  an  established  rate  for  office  space?  Yes.  When  was  this 
rate  established?  October  1933.  How  does  this  rate  compare  with  your  present 
rate?    Same.    How  much  —  percent  increase? 

4.  Do  you  have  an  established  rate  for  store  space?  No  stores.  When  was 
this  rate  established?  —  How  does  this  rate  compare  with  your  present  rate?  — 
How  much  —  percent  — . 

5.  What  is  your  established  scheduled  average  over-all  rate  for  office  space? 
$2.12  per  square  foot  per  annum. 

6.  What  is  average  rate  for  space  now  under  lease?  $2.07  per  square  foot 
per  annum. 

7.  Have  you  made  any  leases  for  space  above  scheduled  rate  since  January 
1,  1942?    Yes.    If  so,  what  area:  5,854  square  feet:  increase,  2  to  11  percent. 

,  Manager. 

New  Orleans,  November  28, 1944- 

1.  Building:  American  Bank  Building. 

2.  Rental  area :  Stores  or  bank,  17,56i  square  feet ;  offices,  105,315  square  feet ; 
total,  122,879  square  feet. 

3.  Do  you  have  an  established  rate  for  office  space?  —  When  was  this  rate 
established?  —  How  does  this  rate  compare  with  your  present  rate?  —  How 
much  —  percent  increase? 
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4.  Do  you  have  an  established  rate  for  store  space?  —  When  was  this 
rate  established?  —  How  does  this  rate  compare  with  your  present  rate?  — 
How  much  —  percent  — . 

5.  What  is  your  established  scheduled  average  over-all  rate  for  office  space? 
$  —  per  square  foot  per  annum. 

6.  What  is  average  rate  for  space  now  under  lease?  —  per  square  foot  per 
annum. 

7.  Have  you  made  any  leases  for  space  above-scheduled  rate  since  January  1, 
1942?    —    If  so,  what  area  —  square  feet;  increase  —  percent. 

Note.— Our  present  rates  do  not  exceed  our  scheduled  rates  of  1033. 

Amebican  Bank  Building, 
By  P.  P. 

,    „  .,,.        .^  ^Ew  OtiLEAf^s,  November  27, 19U. 

1.  Building:  Canal. 

««?V?.^"^*^^  ^^^^-  ^^"*^'  ^'^^  square  feet;  offices,  264,534  square  feet;  total, 
330,514  square  feet. 

3.  Do  you  have  an  established  rate  for  office  space?  Yes.  When  was  this 
rate  established?  1938.  How  does  this  rate  compare  with  your  present  rate? 
Same.    How  much  percent  increase?    None. 

4.  Do  you  have  an  established  rate  for  store  space?  No  stores.  When  was 
this  rate  established?  —  How  docs  this  rate  compare  with  your  present 
rate?    —    How  much    —    percent    — . 

-.o  «  ^^^^  ^s  your  established  scheduled  average  over-all  rate  for  office  space? 
$2.24  per  square  foot  i)er  annum. 

6.  What  is  average  rate  for  space  now  under  lease?  $2.03  per  square  foot 
per  annum. 

7.  Have  you  made  any  leases  for  space  above  scheduled  rate  since  January  1 
1942?    No.     If  so,  what  area?    — .  square  feet;  increase  —  percent. 

J.  H.  Lynch. 

STATEMENT  OF  F.  T.  TKOHAUGH,  PRESIDENT,  BUILDING  OWNERS 
AND  MANAGERS  ASSOCIATION  OF  PITTSBURGH,  PITTSBURGH, 
PA. 

Mr.  Trohaugh.  My  name  is  F.  T.  Trohaugh.  I  am  president  of 
the  Building  Owners  and  Managers  Association  of  Pittsburgh,  located 
in  the  Jenkins  Arcade  Building,  Pittsburgh,  Pa. 

I  should  like  to  give  you  a  report  on  commercial  real-estate  condi- 
tions in  Pittsburgh,  Pa. 

A  recent  survey  of  rental  conditions  in  the  downtown  area  of  Pitts- 
burgh indicates  that,  with  tlie  exception  of  the  so-called  100-percent 
block  on  Fifth  Avenue,  the  rentals  are  exactly  one-half  of  the  rentals 
received  in  1929-30. 

For  example,  on  Smithfield  Street  between  Fourth  Avenue  and 
Sixth  Avenue,  the  rentals  for  stores  in  1929-30  for  20-  and  21-foot 
fronts  were  $13,000  and  $14,000  per  year,  as  compared  with  present- 
day  rentals  of  $6,000  per  year  for  the  same  frontage. 

Incidentally,  the  real-estate  taxes  are  $5,500  per  year  for  20-foot 
frontage.  The  survey  indicates  that  the  real-estate  taxes  approxi- 
mate  71  percent  of  the  rental  received. 

This  same  condition  exists  on  other  principal  downtown  streets,  such 
as  Wood  Street  and  Liberty  Avenue,  where  in  1929-30  rentals'were 
$13,000  per  year  for  20-foot  fronts  as  compared  with  present-day 
rentals  of  $5,500  to  $6  000,  with  taxes  ranging  from  $4,500  to  $5  100 

In  the  "hard-goods  district''  on  Second  Avenue,  Third  Avenue,'and 
Lower  Wood  Street,  many  storerooms  and  buildings  are  vacant.  For 
example,  the  first  floor  and  second  floor  of  the  Hart  je  Building,  Second 
Avenue  and  Wood  Street,  formerly  occupied  by  a  plumbing  supply 
concern  has  been  vacant  since  May  1941.     They  were  forced  out  of 
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business  due  to  shortage  of  materials.  Owners  have  been  unable  to 
rent  space  since,  as  many  suppliers  of  electrical  and  plumbing  mate- 
rials have  been  forced  out  of  business. 

In  the  automobile  section  on  Baum  Boulevard,  many  buildings  have 
been  vacant  since  the  war  started. 

A  typical  example  is  the  Jenkins  Arcade  Building,  which  has  a 
vacancy  of  14  percent.  Most  of  the  vacancy  is  due  to  the  great  number 
of  physicians  and  dentists  who  have  gone  into  the  service. 

In  most  cases,  space  is  being  held  for  their  return,  without  any 
charge.  After  war  was  declared,  many  tenants  engaged  in  such  busi- 
nesses as  metal  kitchen  cabinets,  corsets  and  undergarments,  merchant 
tailors,  specialty  shoe  shops,  which  were  located  on  the  second  and  third 
floors,  were  forced  out  of  business  and  the  space  has  remained  vacant — 
thus  contributing  to  the  14-percent  vacancy  in  this  particular  building. 

Rental  increases  in  office  buildings  have  been  very  moderate,  and  not 
in  keeping  with  the  increase  in  operating  costs. 

For  example,  in  the  Jenkins  Arcade  Building,  10-percent  reductions 
in  rentals  were  made  in  1931  and  1932.  Last  May  1944  an  attempt  was 
made  to  restore  at  least  one  of  the  10-percent  reductions.  In  spite  of 
the  increased  earnings  of  professional  men,  the  management  was  suc- 
cessful in  restoring  only  8  percent. 

It  has  been  alleged  that  real-estate  owners  are  receiving  excessive 
rentals  on  their  properties.  If  this  were  true,  the  income  of  the  prop- 
erty would  reflect  in  the  selling  price.  We  list  below  a  list  of  property 
sales  which  have  taken  place  recently.  It  will  be  noted  that  in  every 
case,  the  selling  price  was  from  17  to  74  percent  of  the  city  assessment, 
on  which  real -estate  taxes  are  based: 

100  Fifth  Avenue :  Sold  March  14,  1942 — receiver  of  Diamond  Na- 
tional Bank  to  Pitt  National  Bank.  Land  98  by  120  by  40  by  79  by  63 
feet.  Area  approximately  10,000  square  feet  land.  Eleven-story  brick 
and  steel  office  building.  Sold  for  $190  000.  City  land  and  building 
assessment,  $854,200.    Selling  price  is  22.2  percent  of  city  assessment. 

Grant  Street  and  Sixth  Avenue :  Sold  July  1,  1943,  at  $150,000. 
Peoples-Pittsburgh  Trust  Co.  to  First  Federal  Savings  and  Loan  As- 
sociation. Lot  94  by  60  by  18  feet.  Improved  wnth  10-story  brick  office 
building.  City  land  and  building  assessment,  $215,200.  Selling  price 
70  percent  of  assessment. 

337  Fourth  Avenue :  Sold  December  10,  1943,  for  $50,000.  Union 
Trust  Co.  of  Pittsburgh  to  Westinghouse  Electric  &  Manufacturing 
Co.  Lot  45  by  120  feet.  Two-story  stone  and  brick  bank  building. 
Land  and  building  assessment,  $145,450.  Selling  price  34  percent  of 
assessment. 

323  Fourth  Avenue:  Sold  September  1,  1941.  Price  $115,000.  Lot 
60  by  120.  Ten-story  stone  office  building.  City  land  and  building  as- 
sessment, $255,750.    Selling  price  44  percent  of  city  assessment. 

324-328  Diamond  Street:  Sold  May  25,  1942.  Metropolitan  Life 
Insurance  Co.  to  John  A.  Barry.  Lot  60  by  120  feet.  Two-story 
brick  building.  Sold  for  $181,000.  City  land  and  building  assess- 
ment, $298,110.     Selling  price  60.7  perccent  of  city  assessment. 

333  Fourth  Avenue:  January  23,  1940.  Charles  W.  Cratsley  to 
Keystone  National  Bank.  Lot  29.75  by  120.67  feet.  Three-story  brick 
and  stone  bank  building.  Sold  for  $35,300.  City  land  and  building 
assessment,  $111,190.    Selling  price  31.7  percent  of  city  assessment. 
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64^-647  Liberty  Avenue :  Sold  August  15,  1941.  S.  W.  Rubin  to 
M.  Frank,  Lot  60  hj  88  feet.  Improvements,  18-story  brick  office 
building.  Selling  price,  $275,000.  City  landand  building  assessment, 
$614,970.    Selling  price  44.7  percent  of  city  assessment. 

Wood  Street  and  Fourth  Avenue:  Sold  May  12,  1941.  Andrew 
Berger  to  M.  A.  Eberhardt.  Land  approximately  43,386  square  feet. 
Heart  of  banking  district.  Improvements  consist  of  10-story  brick 
office  building  and  one  bank  building.  Sold  for  $132,000.  City  land 
and  building  assessment,  $899,940.  Selling  price  14.7  percent  of  city 
assessment. 

The  above  selling  prices  do  not  indicate  a  real-estate  boom.  Since 
1929-30  there  has  been  a  considerable  reduction  in  rentals,  approxi- 
mately one-half,  but  real-estate  taxes  have  stayed  at  the  top. 

Senator  Taft.  Whom  do  we  have  next? 

The  Chairman.  Mr.  Salmon  has  asked  to  be  heard. 

STATEMENT  OF  WAITER  J.  SALMON,  REAL  ESTATE  OWNER  AND 
BUILDING  OPERATOR,  NEW  YORK  CITY,  N.  Y. 

4 

Mr.  Salmon.  My  name  is  Walter  J.  Salmon.  Senator,  I  have  here 
an  official  copy  of  the  minutes  of  the  legislative  investigation  that 
was  held  October  5.  This  is  the  official  stenographer's  report  that  I 
would  like  to  file  with  your  committee  for  your  information. 

Senator  Taft.  Wliat  legislature? 

Mr.  Salmon.  This  is  a  hearing  begore  the  joint  legislative  com- 
mittee to  inquire  into  and  study  commercial  rents  in  New  York  City, 
more  commonly  known  as  the  Stephens  committee. 

Senator  Taft.  May  I  see  that  ? 

Mr.  Salmon.  Certainly. 

The  Chairman.  You  were  going  to  say  something  about  office 
buildings? 

Mr.  Salmon.  Yes,  Senator  Wagner.  And  all  I  want  to  say  is  this, 
if  this  committee  finally  decides  that  they  want  to  put  in  manufac- 
turing in  a  defense  area,  under  the  O.  P.  A.,  then  I  would  like  to 
give  you  a  definition  of  this  matter  so  it  would  not  include  office 
buildings,  and  I  would  like  to  read  this  definition. 

This  act  shall  apply  to  buildings  which  are  arranged,  intended,  designed  or 
used  for  manufacturing  purposes  and  where  r»0  percent  or  more  of  the  total 
floor  area  is  arangid,  intended,  designed  or  used  for  manufacturing,  or  handling 
of  goods  manufactured  on  the  premises,  or  for  storage,  show  or  display  of 
goods  manufactured  on  the  premises. 

Now,  Senator  Taft  asked  whether  there  was  any  way  of  determining 
a  fair  and  reasonable  amount.  Senator  Wagner,  you  will  remember 
that  in  and  during  the  period  of  about  1920,  the  law  with  regard  to 
leasing  was  held  as  constitutional  by  you,  and  there  was  clause  in 
there  that  said  you  had  a  right  to  go  to  court  and  fix  a  fair  and  reason- 
able rent. 

The  Chairman.  Yes. 

Mr.  Salmon.  We  are  getting  discouraged  even  before  the  legisla- 
ture meets  in  January,  wlien  they  will  come  to  the  matter  of  passing 
legislation,  we  say  they  are  not  going  to  pass  legislation,  that  is  to 
say,  it  is  being  stated  here,  and  I  do  not  believe  with  any  proper  basis, 
that  would  give  the  tenant  and  the  landlord  both  the  right  to  appeal 
to  the  court,  the  tenant  to  pay  the  rent  into  the  court  pending  decision, 
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that  was  what  was  done  before,  and  I  do  not  see  why  something  could 
not  be  done  now  which  would  be  just  as  reasonable. 

Senator  Taft.  Do  you  mean  now,  or  was  done  before  ? 

Mr.  Salmon.  That  was  what  was  done.  I  think  it  is  too  soon  to 
get  discouraged  as  to  what  the  legislature  will  do  now. 

The  Chairman.  Of  course,  the  judge  only  decides  whether  the 
amount  set  is  reasonable.  He  does  not  try  to  attempt  to  fix  the  actual 
amount. 

Mr.  Salmon.  That  is  correct. 

The  Chairman.  But  it  amounted  to  fixing  because  if  he  held  it  was 
unreasonable  they  had  to  reduce  it. 

Mr.  Salmon.  It  worked  out  very  well,  Senator,  you  will  remember. 

The  Chairman.  Yes. 

Mr.  Salmon.  And  that  was.  Senator  Taft,  if  I  may  say  this  to  you, 
something  that  you  seemed  to  me  to  be  inquiring  about,  namely, 
whether  there  was  a  possibility  of  accomplishment,  or  whether  this 
thing  could  be  done  because  by  the  rule  of  rote  you  cannot  fix  it.  I 
am  not  by  myself  in  this,  because  one  man  may  have  a  10-year  lease 
and  the  man  next  to  him  may  have  a  10-year  lease  that  has  run  5  years, 
and  has  5  years  more  to  go,  and  the  man  next  to  him  may  have  a  much 
lower  rent.    There  is  no  equality  or  uniformity  about  it. 

Now,  if  they  both  would  be  frozen,  that  would  be  entirely  unjust  and 
unfair. 

Moreover,  I  do  not  think,  as  I  have  said  before,  I  do  not  think  that 
the  legislature  does  not  intend  to  do  anything  in  the  State  of  New 
York.     I  think  that  is  an  unwarranted  conclusion. 

You  will  know.  Senator,  as  a  New  York  lawyer,  that  emergency 
legislation  could  not  be  passed  without  there  is  an  investigation  which 
you  must  have,  and  you  know  that  it  would  be  declared  unconsti- 
tutional, even  if  you  say  it  is  an  emergency  that  exists,  and  therefore 
we  pass  a  law. 

So  when  these  bills  were  introduced  last  spring  there  had  been  no 
investigation,  and  if  one  of  these  bills,  which  provides  for  a  fair  and 
reasonable  amount  above  15  percent,  now  it  seems  to  me  that  is  getting 
somewhere. 

Now,  people  come  down  here  in  a  great  rush,  and  I  do  not  see  the 
need  for  this  great  rush  except  they  want  to  freeze  the  rents.  Now,  if 
they  will  wait  until  the  legislature  in  New  York  meets  and  in  good 
faith  decide  something,  I  think  they  will  get  relief.  But  this  is  an 
attempt  to  forestall  legislation  about  to  be  introduced  in  the  New 
York  State  Legislature,  by  bringing  about  a  freeze  here.  I  say  that  is 
anticipatory  legislation  which  1  think  you  have  time  enough  to  decide 
on  after  the  session  of  the  New  York  Legislature  takes  place. 

There  has  been  no  delay ;  there  has  been  no  delay  in  the  New  York 
State  Legislature. 

For  instance,  in  the  past,  we  have  had  moratorium  legislation,  mora- 
torium legislation  that  is  unique,  and  it  has  been  held  constitutional. 

Then  we  have  had  deficiency  judgments  legislation  which  has  been 
unique,  and  it  has  been  held  constitutional. 

I  do  not  think  New  York  State  has  been  backward  in  giving  relief 
either  to  the  mortgagor  or  the  tenant  or  anybody  when  you  give  them 
an  opportunity  to  fairly  study  the  matter. 

That  is  all  I  have  to  say. 


226 


RENT  CONTROL  FOB  BUSINESS  ACCOMMODATIONS 


a 


I 


I  will  leave  you  this  transcript  of  testimony,  because  I  think  that 
you  may  want  to  make  use  of  it  and  the  record  will  have  it  at  your 
convenience. 

Also,  as  to  this  matter  of  the  definition,  I  would  like  to  leave  that  in 
the  record  here,  as  I  have  read  it  to  you,  because  if  you  do  intend  to 
do  that,  I  think  that  it  should  not  cover  stores  or  office  buildings. 

The  Chairman.  We  have  had  a  good  deal  of  evidence  on  loft  build- 
ings. 

Mr.  Salmon.  Wliat  is  that,  Senator? 

The  Chairman.  We  have  had  a  good  deal  of  evidence  on  loft  build- 

Mr.  Salmon.  I  do  not  think  we  have  had  any  evidence  in  the  record 
covering  stores  or  office  buildings  tluit  would  justify  putting  them  in, 
I  mean.  Therefore,  outside  of  loft  buildings,  if  there  is  no  reason  why 
you  should  put  in  the  office  buildings  you  might  put  this  definition  in 
your  bill,  because  office  buildings  and  store  buildings  have  been  put 
m  .your  bill  as  a  general  catch-all. 

The  CaviRMAN.  I  understand  your  point. 

Mr.  Salmon.  And  that  would  include  office  buildings. 

The  Chairman.  I  think  the  committee  understands  that  perfectly. 
Thank  you  very  much. 

(The  document  referred  to  is  filed  with  the  committee.) 

STATEMENT  OF  LEO  J.  McDERMOTT,  DIRECTOR  OF  RESEARCH,  COM- 
MERCE AND  INDUSTRY  ASSOCIATION  OF  NEW  YORK,  INC.,  NEW 
YORK,  N.  Y. 

Mr.  McDermott.  Mr.  Chairman  and  members  of  the  committee : 

My  name  is  Leo  J.  McDermott,  I  am  director  of  research,  Commerce 
and  Industry  Association  of  New  York,  Inc. 

The  Chairman.  Mr.  McDermott,  you  are  discussing  also  office  build- 
ings, are  you  not  ? 

Mr.  McDermott.  I  will  try  to  discuss  both  aspects,  both  some  of  the 
loft  building  aspects  and  some  of  the  office  building  situation. 

The  Chairman.  We  have  had  a  lot  of  testimony  in  regard  to  office 
buildings. 

Mr.  McDermott.  I  will  make  it  very  brief. 

The  Chairman.  I  do  not  want  to  limit  you,  but  I  want  you  to  un- 
derstand that  we  have  had  a  great  deal  of  testimony  in  that  regard. 

Mr.  McDermott.  I  am  not  going  to  repeat  anything  if  possible. 

I  want  to  deal  more  with  some  of  the  general  things,  and  what  has 
happened  in  the  last  legislature,  and  what  we  want  to  do  in  the  future. 

The  Chairman.  Proceed. 

Mr.  McDermott.  I  appear  on  behalf  of  the  Commerce  and  Industry 
Association  of  New  York,  Inc.,  the  largest  organization  in  the  metro- 
politan area  devoted  to  the  interests  of  commerce  and  industry  and 
dedicated  to  the  promotion  of  the  welfare  of  the  city  of  New  York, 
with  a  membership  consisting  of  approximately  4,000  members  engaged 
in  all  lines  of  business  and  commerce  in  the  city  of  New  York  and  the 
metropolitan  area. 

Our  association  is  opposed  to  the  proposal  to  amend  the  Emergency 
Price  Control  Act  of  1942,  as  amended,  with  respect  to  the  control  of 
rents  for  business  accommodations,  as  provided  in  Senate  bill  2175. 
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The  bill  before  you  seeks  to  amend  sections  2,  4,  202,  and  205  of 
the  Emergency  Price  Control  Act  by  adding  thereto  the  words  "busi- 
ness accommodations"  after  the  term  "defense-area  housing  accommo- 
dations," wherever  that  term  appears  in  those  sections. 

In  addition,  the  proposed  law  seeks  to  amend  section  302  of  the 
Emergency  Price  Control  Act  of  1942,  as  amended,  by  adding  a  new 
subsection  as  shown  on  page  2,  lines  13  to  18,  which  reads  as  follows : 

The  terra  "business  accommodations"  means  any  building  structure,  or  part 
thereof,  or  land  appurtenant  thereto,  or  any  other  real  or  personal  property  rented 
or  offered  for  rent  for  business  purposes,  together  with  all  privileges,  services, 
furnishings,  furniture,  and  facilities  connected  with  the  use  or  occupancy  of  such 
property. 

This  definition  of  what  constitutes  "business  accommodations"  is 
extremely  broad  and  goes  beyond  any  suggestion  heretofore  made  in 
regard  to  the  control  or  freezing  of  commercial  rents. 

The  proposed  bill,  if  enacted  into  law,  would  place  the  control  of 
all  rentals  of  commercial  property,  including  the  leases  and  rentals 
and  revenues  of  all  properties  of  the  city  of  New  York,  such  as  the 
piers  and  water  front,  and  all  privately  owned  property  under  the 
Office  of  Price  Administration. 

This  means  that  the  basic  source  of  taxes  and  revenues  upon  which 
the  city  of  New  York  relies  to  meet  the  cost  of  operating  the  govern- 
ment of  the  city  will  be  under  the  domination  and  control  of  the  Office 
of  Price  Administration. 

At  the  present  time  clianges  in  the  zoning  requirements  are  under 
consideration  which  will  reduce  substantially  the  area  and  height  of 
buildings  which  may  hereafter  be  constructed  for  business  and  com- 
mercial purposes.  The  effect  of  these  proposals  unquestionably  will 
mean  higher  rentals  for  new  accommodations  for  which  many  plans 
have  been  filed  for  construction  as  soon  as  Government  restrictions  are 
lifted. 

If  the  proposed  bill  should  become  law  it  will  require  a  huge  increase 
in  the  administrative  staff  of  the  O.  P.  A.  and  a  large  increase  in  the 
regional  administrative  force  to  handle  the  vast  amount  of  detail  in 
supervising  the  control  proposed  in  this  bill  over  properties  valued  for 
tax  purposes  at  more  than  $10,000,000,000  in  New  York  City  alone. 
The  proposal  will,  beyond  doubib,  tend  to  depreciate  the  marketability 
and  investment  of  the  finest  property  in  the  world. 

I  say  that  because  if  we  are  going  to  leave  the  return  from  that 
property  in  the  hands  of  those  who  have  no  personal  interest  or  con- 
cern and  without  any  regard  to  the  owners,  without  any  regard  to  the 
revenue  required  in  order  to  meet  the  needs  of  that  property,  people 
will  not  invest  money  in  real  estate  if  they  can  get  some  other  place 
to  place  it. 

It  will  impair  the  safety  of  the  funds  of  more  than  6,000,000  sav- 
ings-bank depositors  in  the  State  of  New  York  and  will  affect  the 
meager  returns  they  now  receive  upon  their  savings  invested,  to  a  large 
extent,  in  mortgages  on  real  estate  in  New  York  alone.  The  proposed 
bill  will  also  tend  to  impair  the  policyholders'  funds  now  invested  by 
many  insurance  companies  in  real  estate  and  mortgages  upon  real 

estate. 

For  10  years  following  the  business  depression,  which  became  evi- 
dent to  all  of  us  in  1932,  real  estate  in  New  York  City  suffered  severely. 
During  that  time  many  owners  were  compelled  to  surrender  their 
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equities  and  lost  their  properties  to  the  mortgagees  because  vacancies 
increased  and,  in  many  instances,  rentals  were  substantially  reduced, 
resulting  in  inability  to  meet  taxes,  maintenance  charges,  and  the  fixed 
charges  upon  the  capital  investment.  Statistics  show  that  in  the  Bor- 
ough of  Manhattan  alone  almost  9,000  properties  were  foreclosed  in 
this  period  with  a  total  value  of  over  a  billion  dollars. 

During  the  past  2  years  there  has  been  a  gradual  recovery  from  the 
effects  of  vacancies  and  lowered  rents  that  prevailed  during  the 
previous  10  years,  but  a  very  large  amount  of  property  is  still  m  the 
process  of  reorganization  and  is  in  the  hands  of  trustees  appointed  by 
the  courts.  The  improvement  in  real  estate  is  due  to  greater  occu- 
pancy and,  in  some  instances,  to  better  rentals  brought  about  by  the 
vast  improvement  in  normal  business  conditions. 

However,  gross  rentals  in  structures  devoted  to  offices  are  still 
approximately  40  percent  below  the  level  prevailing  in  1931,  while 
in  loft  buildings  and  other  commercial  properties  gross  rentals,  which 
dropped  approximately  40  percent  between  1930  and  1935,  have  re- 
gained some  of  the  losses  but  are  still  approximately  20  percent  below 
the  1930  level. 

The  Chairman.  These  are  loft  buildings  you  are  speaking  of 
there  ? 

Mr.  McDermott.  Loft  buildings. 

Operating  costs,  however,  have  increased  14  percent  above  the  1930 
level,  leaving  an  increased  gap  between  the  improvement  in  gross 
rentals  and  operating  costs  of  32  percent. 

The  situation  in  regard  to  the  labor  costs  in  this  type  of  building 
has  become  a  serious  one.  Labor  costs  of  operation  have  increased 
111  percent  over  the  1930  level,  while  gross  rentals  are  still  approxi- 
mately 20  percent  below  the  1930  level. 

The  agitation  to  freeze  or  control  the  rents  of  commercial  proper- 
ties in  New  York  first  manifested  itself  in  the  introduction  of  three 
bills  in  the  New  York  State  Legislature  in  the  early  part  of  1944, 
namely,  the  Steingut  bill  (Assembly  Introductory  1324,  Print  1457), 
the  Lamula  bill  (Assembly  Introductory  1463)  and  another  bill  by 
the  same  gentleman  (Assembly  Introductory  865).  The  bills  were 
referred  to  three  different  committees  of  the  Legislature. 

The  Codes  Committee  of  the  New  York  State  Legislature  held  an 
extended  public  hearing  on  the  Steingut  bill  on  February  29,  1944. 
The  hearing  did  disclose  some  instances  of  what  appeared  on  the 
surface  to  be  substantial  rent  inci-eases  in  a  very  limited  area  in 
Manhattan,  but  no  instances  in  any  other  parts  of  the  city. 

The  New  York  City  Committee,  to  which  the  Lamula  bill  (As- 
sembly Introductory  1463)  had  been  referred,  reported  out  this  bill 
without  holding  any  public  hearing  although  one  was  requested. 

The  whole  question  of  the  rent  situation,  in  so  far  as  commercial 
properties  were  concerned,  was  fully  discussed  before  the  Legislature 
of  the  State  of  New  York.  The  evidence  presented  at  that  time 
failed  to  disclose  a  situation  that  would  warrant  the  freezing  of  rents 
in  New  York  City. 

I  might  say  here  that  the  association  which  I  represent  objected  to 
the  legislation  that  was  introduced  in  the  New  York  State  Legislature 
and  we  put  our  protest  in  writing  in  addition  to  what  we  had  to  say 
at  the  public  hearing  and  I  want  to  read  here  what  was  said  about 
that  legislation.    If  there  is  any  such  thing  as  shotgun  legislation 
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that  was  shotgun  legislation  that  undertook  to  deny  to  an  owner  the 
right  to  present  in  court  evidence  that  would  sustain  what  he  was  ask- 
ing as  a  rental.  It  fixed  an  arbitrary  standard  which  we  thought  was 
absolutely  wrong,  especially,  for  the  State  of  New  York  to  do  in 
view  of  the  vast  amount  of  money  invested  in  real  estate  in  JNew 
York. 

Hon.  Benjamin  F.  Feinbebg, 

Senate  Chamher,  Albany,  N.  Y. 
My  Dbab  Senator  :  The  Commerce  and  Industry  Association  of  New  York,  Inc.. 
is  greatly  concerned  about  the  bill  introduced  in  the  assembly  by  Mr  Lamula, 
of  New  York,  introductory  1463,  print  1624,  "An  act  in  relation  to  stabilize  on 
of  rents  in  certain  cities  of  the  State,  and  to  defenses  in  actions  based  upon  unjust^ 
unreasonaWe,  and  oppressive  rents,  or  agreements  for  rents,  or  premises  occupied 

for  commercial  purposes."  '  .^       -  i.t        xr  „i,  ««  t?«k. 

This  bill  was  reported  out  of  the  committee  on  city  of  New  York  on  Feb- 
ruary 29,  1944,  without  any  opportunity  being  afforded  to  those  \"terested  and 
affected  by  this  bill  to  be  heard  despite  the  fact  that  this  organization,  under 
date  of  February  25,  addressed  a  letter  to  the  Htinorable  Robert  J.  Crews,  chair- 
man  of  the  committee,  calling  attention  to  the  fact  that  two  other  bills  similar 
in  nature  and  covering  the  same  subject  had  been  introduced  j^.  t^e  assemb  y 
and  were  pending  before  other  committees,  to  wit:  The  Steingut  J>i  11  (Assembly 
Introductory  1324)  referred  to  the  Codes  Committee,  and  the  Lamula  bill  (Assem- 
bly Introductorv  865)  referred  to  the  Judiciary  Committee,  and  urging  him  to 
hold  a  hearing  jointly  with  the  other  committees  considering  such  bills. 

However  at  the  verv  time  that  the  assembly  codes  committee  was  holding  a 
hearing  on  the  Steingut  bill  on  February  29  the  City  Committee  reported  out 
the  Lamula  bill  (Assembly  Introductory  1463),  which  is  restricted  in  its  appli- 
cation to  "cities  having  a  population  of  1,000,000  or  more,"  which  would  limit  its 
application,  as  a  practical  matter,  to  the  city  of  New  York. 

The  alleged  purpose  of  this  bill  is  to  prevent  unjust,  unreasonable,  and  oppres- 
sive agreements  for  the  payment  of  rent  for  commercial  premises.  The  bill 
further  alleges  that  a  public  emergency  exists  under  prevailing  conditions 
accelerated  by  the  present  war. 

The  proposed  law  sets  up  the  "established  rent,"  which  means  "the  rent  charged 
on  March  first,  nineteen  hundred  forty-three,"  as  the  standard  by  which  all  rents 
and  rental  agreements  therefor  of  premises  occupied  for  commercial  pur- 
poses   *    *    *"  shall  be  measured. 

The  proposed  law  further  provides  that  any  rental  agreements  in  excess 
of  the  established  rent  therefor  shall  hereafter  during  the  emergency  period  be 
deemed  unjust,  unreasonable  and  oppressive  and  the  same  shall  be  unenforceable 
except  as  provided  in  this  act."  ^^  ^  ^^ 

The  proposed  law  also  provides  in  section  6:  "Where  it  appears  that  the 
demand  is  for  rent,  the  rate  of  which  has  been  increased  over  the  established  rent, 
such  demand  and  such  agreement  shall  be  presumptively  unjust,  unreasonable, 

and  oppressive."  ,  ..-,1.11  4.  *i.^ 

Section  7  of  the  bill  states:  "Nothing  herein  contained  shall  prevent  the 
plaintiff  from  pleading  and  proving  in  such  action  a  fair  and  reasonable  rent  for 
the  premises  and  recovering  judgment  therefor;  *  *  *  the  plaintiff  shall  not 
be  permitted  to  recover  the  amount  of  any  increase  in  rent  *  *  *  m  excess  of 
the  established  rent  for  the  same  premises  *  *  *"  except  under  certain  circum- 
stances, and  in  any  event  the  increase  is  limited  to  10  percent  of  the  estab- 
lished rent.  ,    ^  ,        ^    .j.j.  -,  .  j. 

The  proposed  law  restricts  the  evidence  that  may  be  submitted  m  a  proceeding 
to  recover  rent  by  providing :  "No  determination  of  market  value  of  reasonable- 
ness of  rent  pursuant  to  this  section  shall  be  admissible  as  evidence  in  any  action 

oi*  Tiroceediiisr  . 

We  believe  that  this  is  the  most  pernicious  type  of  legislation  that  could  be 
placed  upon  the  statute  books  of  this  State  because,  in  effect,  it  denies  to  property 
the  right  to  prove  what  is  a  fair  and  reasonable  value  of  the  premises  in  litigation 
and  prevents  the  introduction  of  testimony  that  would  show  the  fair  and  reason- 
able value  of  the  premises  based  upon  its  cost,  the  investment  in  the  property,  the 
fixed  charges  that  must  be  met  for  interest  and  operating  costs,  and  the  taxes 
which  must  be  paid  to  the  local  government,  and  a  fair  and  reasonable  return  upon 

the  investment.  ^         j.-^      ^    j.      m 

Real  property  in  New  York  City  is^  just  beginning  to  recover  from  the  effects  of 

vacancies  and  loss  of  rents  during  the  depression  of  the  last  10  years.    A  huge 
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amount  of  this  property  is  still  in  process  of  reorganization  and  is  in  the  hands 
of  tnistees  appointt^d  by  the  courts. 

Recent  statistics  show  that  tlie  mutual  savings  banks  in  this  State  own  8,900 
parcels  valued  at  over  $ir>(),000,0(H),  and  that  these  institutions  have  over  $2,800,- 
000,000  of  depositOBs'  money  invested  in  mortgages  on  real  estate. 

In  addition,  the  irisurance  companies  hold  millions  of  dollars  worth  of  this  real 
estate  acquired  because  the  revenues  from  the  properties  were  insufficient  to  meet 
the  fixed  charges  and  pay  the  interest  on  the  mortgages. 

Private  investors  hold  properties  worth  fabulous  sums  of  money  which  are  pay- 
ing, in  many  instances,  no  return  upon  the  investments. 

The  meager  returns  from  these  investments  is  the  principal  reason  for  the 
reduced  dividends  that  are  being  received  by  6,2o8,0<X)  depositors  in  our  savings 
banks,  and  the  reduced  dividends  which  millions  of  policyholders  are  receiving 
upon  their  investments  in  life  insurance. 

It  is  almost  unbelievable  that  legislation  of  this  character,  which  would  deny 
a  fair  and  reasonable  return  upon  investment:  could  get  as  fnr  as  this  legislation 
has  gotten  in  the  legislature  of  this  State,  which  has  always  prided  itself  upon 
the  fairness  and  equitable  nature  of  its  laws. 

We  do  not  believe  that  any  emergency  exists  in  the  city  of  New  York  that  war- 
rants the  enactment  of  such  unfair,  unreasonable,  and  unjust  legislation,  and  we 
respectfully  urge  you  to  take  all  the  steps  that  may  be  necessary  to  bring  about 
the  defeat  of  this  and  similar  legislation. 
Sincerely  yours, 

Thomas  Jefferson  Miley, 

Secretary. 

We  felt  that  that  kind  of  le^slation  was  certainly  highly  improper 
to  impose  in  the  State  of  New  York  in  view  of  the  suffering  and  an- 
guish which  real-estate  mortgageholders  went  through  during  a  10- 
year  period. 

In  addition  to  that,  we  have  got  to  bear  in  mind  that  we  still  have 
a  moratorium  on  mortgages  in  New  York  City.  The  legislature  at 
the  last  session  reenacted  the  moratorium.  You  cannot  foreclose  a 
mortgage  except  you  are  in  default  of  taxes  and  so  forth;  you  merely 
have  to  pay  off  2  percent  rather  than  the  1  percent  that  prevailed  here- 
tofore. So  there  is  no  free  market.  We  thought  that  was  not  the 
kind  of  legislation  tha  should  have  gone  into  effect. 

The  result  was  that  after  a  full  and  fair  discussion  before  a  legisla- 
tive committee  in  New  York  State  it  was  determined  to  do  something 
to  make  the  State  body  see  that  if  here  was  real  cause  in  New  York 
City  the  legislature  would  have  all  the  facts,  because  up  to  that  time 
there  was  nothing  but  the  most  general  of  generalities  in  regard  to  rent 
increases,  giving  you  no  record,  no  information,  no  details  that  would 
give  you  a  fair  basis  on  which  you  could  measure  whether  there  was 
any  real  justification  for  the  complaints  or  not. 

So  that  a  joint  legislative  committee  was  created  to  inquire  into 
excessive  rentals  for  loft  properties  in  the  city  of  New  York  or  prem- 
ises used  for  commercial  purposes. 

I  would  like  to  j^lace  in  the  record  a  copy  of  the  resolution  creating 
the  joint  legislative  committee  and  outlining  its  powers  and  duties : 
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March  18,  1944. 


[From  the  Legisla'tive  Index  Co.,  Albany,  N.  T.] 
Resolution  in  Assembly 


(By  Mr.  Stephens) 

Whereas  there  is  some  question  whether  unjust,  unreasonable,  and  oppressive 
agreements  for  the  payment  of  rent  for  commercial  premises  have  been  and 
are  now  bein^  exacted  by  landlords  from  tenants  under  stress  of  prevailing  condi- 
tions accelerated  by  the  present  war,  whereby  the  freedom  of  contract  has  been 


impaired,  and  conditions  resulting  therefrom  have  seriously  and  dangerously 
affected  the  public  interest  in  cities  having  a  population  of  one  million  or  more, 
and^a  piibli?  emergency  exists  in  the  judgment  of  the  legislature  by  reason 

thereof  *  Therefore  be  it      •  ■,  • 

Resolved  (if  the  Senate  concur),  That  a  joint  legislative  committee  be  and  is 
hereby  created  with  full  power  and  authority  to  inquire  into  and  to  investigate— 
-(a) 'All  rents  and  rental  agreements  of  premises  occupied  for  commercial  pur- 
poses in  cities  having  a  population  of  one  million  or  more  ^        ^         ^        ^  „„^„„f 

(b)  The  extent  to  which  rents  exacted  by  landlords  for  tenants  are  unjust, 

unreasonable,  and  oppressive ;  *  „.  ^^«.  «#  «/^n 

(c)  Whether  or  not  under  stress  of  prevailing  conditions  the  freedom  of  con- 
tract has  been  impaired ;  and  ^        ^,     •«- *„«i^i.^^ 

(d)  To  what  extent  the  public  interest  is  endangered;  and  be  it  further 
Resolved  (if  the  Senate  concur),  That  such  committee  consist  of  three  members 

of  the  Senate  to  be  appointed  by  the  temporary  president  of  the  Senate  and  hve 
members  of  the  Assembly  to  be  appointed  by  the  Speaker  of  the  Assembly ;  that 
the  members  of  the  committee  shall  receive  no  additional  compensation  for  their 
services  but  shall  be  reimbursed  for  their  expenses  actually  and  necessarily 
Incurred  by  them  in  the  performance  of  their  duties  hereunder ;  and  be  it  further 

Resolved  {if  the  Senate  concur),  That  such  committee  shall  choose  from  its 
members  a  chairman,  vice  chairman,  and  a  secretary  and  shall  employ  counsel 
and  such  other  assistants  as  may  be  necessary  for  the  performance  of  the  worfc 
of  the  committee,  and  fix  the  compensation  of  such  employees  withm  the  amount 
provided  therefor ;  and  be  it  further 

Resolved  {if  the  Senate  concur).  That  such  committee  or  a  subcommittee  may 
sit  and  hold  hearings  in  any  part  of  the  State;  and  that  such  committee  and  each 
member  thereof  have  power  to  administer  oaths,  take  testimony,  subpena  and 
compel  the  attendance  of  witnesses,  and  the  production  of  such  books,  papers, 
records,  documents,  and  other  instruments  as  may  be  pertinent  to  the  subject 
of  its  inquiry,  and  have  generally  all  the  powers  of  a  legislative  committee  as 
provided  in  the  legislative  law ;  and  be  it  further 

Resolved  (if  the  Senate  concur).  That  such  committee  shall  report  its  hndmgs 
to  the  legislature  on  or  before  March  1,  1945,  and  shall  submit  along  with  such 
report  such  draft  or  drafts  of  legislation,  if  any,  as  are  necessary  or  appropriate 
to  effectually  carry  out  its  recommendations ;  and  be  it  further 

Resolved  {if  the  Senate  concur).  That  the  sum  of  $5,000,  or  so  much  tliereof 
as  may  be  necessary,  be  and  hereby  is  appropriated  from  the  contingent  fund  of 
the  legislature,  to  defray  the  expenses  actually  and  necessarily  incurred  by  the 
committee  in  the  pursuit  of  its  work  hereunder.  Such  moneys  shall  be  payable 
on  the  audit  and  warrant  of  the  comptroller  on  vouchers,  certified  or  approved 
by  the  cliairman  of  the  committee  in  the  manner  provided  by  law. 

Adopted  in  both  houses. 

Now,  of  course,  it  is  true  that  the  resolution  requires  the  committee 
to  report  back  its  findings  to  the  legislature  not  later  than  March  1. 
I  have  reason  to  believe,  and  I  think  everybody  that  has  followed  the 
procedure  of  the  committee  feels  that  the  committee  will  report  to 
the  legislature  immediately  following  the  convening  of  the  legislature 

on  January  1. 

The  Chairman.  Does  anybody  say  that,  or  is  that  your  conjecture? 

Mr.  McDermott.  That  is  my  belief  because  I  have  followed  the 
committee  and  I  know  the  committee  worked  hard  toward  that  point. 
After  all,  it  is  a  difficult  task,  as  you  know,  Senator,  to  cover  the  entire 
situation  in  New  York,  including  Buffalo,  Rochester,  Syracuse,  and  a 
number  of  large  cities  as  well  as  New  York  City.  In  New  York  alone 
there  are  five  boroughs  with  71/2  million  people.  It  will  require  some 
study  and  some  time  to  sift  the  series  of  complaints  that  have  been 
made  to  determine  whether  there  is  real  cause  and  real  justification, 
whether  the  State  of  New  York  ought  to  take  an  arbitrary  step  in 
this  matter,  rather  than  let  the  law  of  supply  and  demand  govern  in 
these  times. 

The  Chairman.  Of  course,  in  1920;  it  didn't  take  very  long,  you  will 

remember. 
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neiner  mat  report  wui  go  to  tne  legislature 

testimony  is  right  here  oef ore  us. 

e  didn't  say  that  they  would  report  to  the  legis- 


Mr.  McDermott.  Well,  I  think,  Senator,  if  I  remember,  I  conducted 
an  investigation  for  the  Lockwood  committee.  I  think  the  Lockwood 
committee  spent  over  a  year  before  they  declared  and  emergency  existed 
and  put  into  effect  emergency  rent  laws  at  that  time.  I  think  it  was 
over  a  year  before  they  reached  that  conclusion,  and  it  was  only  a  find- 
ing that  an  emergency  did  exist.  I  think  you  had  a  great  deal  to  do 
with  that. 

The  Chairman.  I  had. 

Senator  Hawkes.  Is  Mr.  Salmon  here  ?  He  was  here  a  few  minutes 
ago.    If  he  is  here  maybe  he  could  tell  us. 

The  Chairman.  Tell  us  what? 

Senator  Hawkes.  Whether  that  report  will  go  to  the  legislature- 

The  Chairman.  His  t      ' 

Senator  Hawkes.  He 
lature  shortly  after  January  1. 

The  Chairman.  No. 

Senator  Hawkes.  That  is  what  I  would  like  to  ask  him  if  he  is  here. 

A  Voice.  Mr.  Salmon  has  left. 

Mr.  McDermott.  He  said,  as  I  recall,  that  the  committee  expected 
to  have  its  report  ready  about  the  middle  of  December. 

The  Chairman.  Yes. 

Senator  Hawkes.  Then  is  there  any  reason  to  suspect  he  won't  sub- 
mit it  to  the  legislature  after  it  convenes  ? 

The  Chairman.  He  is  not  one  of  the  members  of  the  committee. 

Senator  Hawkes.  He  came  here  to  represent  the  committee. 

The  Chairman.  No,  no. 

Senator  Hawkes.  I  misunderstood  him  then. 

The  Chairman.  No,  no.    He  is  an  owner. 

Mr.  Halperin.  He  is  one  of  the  owners  of  one  of  the  largest  office 
buildings  in  New  York. 

Mr.  McDermott.  The  committee  has  been  at  work  and  held  a  very 
extended  public  hearing  at  the  New  York  City  Bar  Association  on 
Thursday,  October  5, 1944,  at  which  all  persons  were  offered  an  oppor- 
tunity to  submit  testimony  concerning  this  question,  and  are  holding 
executive  sessions  at  the  present  time. 

The  proponents  of  the  proposed  legislation  to  freeze  and  control 
commercial  rents  in  an  effort  to  bypass  the  joint  legislative  committee 
of  the  State  of  New  York  now  investigating  this  subject,  appealed  to 
the  Senate  Small  Business  Committee  to  amend  the  Price  Control  Act 
to  provide  for  commercial  rent  control.  The  Senate  committee  held  a 
full  public  hearing  on  the  subject  on  July  14  at  which  time  15  witnesses 
appeared  and  testified  in  regard  to  this  matter.  Eight  of  the  witnesses 
from  New  York  urged  the  enactment  of  such  legislation.  It  was  only 
about  1  month  ago  that  the  Senate  committee,  reporting  upon  the 
hearing  on  page  5,  stated : 

In  view  of  the  evidence  contained  in  this  record  in  the  form  of  complaints  and 
other  communications,  testimony  at  its  hearings  on  this  subject,  consultation 
with  interested  individuals  and  groups,  and  the  reports  of  two  executive  agencies 
of  the  Federal  Government,  your  committee  concludes  that  the  small-business 
problem  posed  by  excessive  increases  in  commercial  rents  is  not  national  in 
scope  at  this  time  and  that  Federal  regulation  through  the  Office  of  Price  Ad- 
ministration or  otherwise  would  not  now  be  justified. 
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On  page  11  of  its  report  the  Senate  committee  further  finds,  in  rela- 
tion to  New  York  City : 

Outside  of  Manhattan  there  seems  to  be  little  if  any  complaint  by  commercial 
tenants.  A  recent  spot  check  made  by  us  in  Syracuse,  Rochester,  Buffalo,  and 
Yonkers,  N.  Y. ;  Newark,  Paterson,  and  Jersey  City,  N.  J.;  and  Bridgeport  and 
Danbury,  Conn.,  disclosed  that  there  was  no  commercial  rent  problem  in  these 
localities.  As  a  matter  of  fact,  due  to  the  number  of  vacant  stores  in  most  of  the 
cities  in  this  region,  the  problem  is  just  the  reverse ;  instead  of  landlords  at- 
tempting to  raise  rents,  they  are  competing  with  each  other  to  secure  commercial 

We  would  say  that  the  so-called  commercial  rent  crisis  is  limited  largely  to 
Manhattan  and  even  here  mainly  to  the  midtown  section  or  loft  area  section 
dominated  by  the  apparel  industries.  It  concerns  loft  space  more  than  it  does 
store  or  office  space. 

There  has  been  a  great  deal  said  about  that  here  today,  but  the  com- 
mittee did  definitely  state  that  the  situation  involved  a  small  ai^a  of 
Manhattan  and  did  not  affect  any  other  part  of  the  city  of  New  York. 
They  did  not  believe  there  was  proof  submitted  that  would  warrant 
the  enactment  of  any  Federal  legislation  in  the  matter.  _  ,     _   , 

Now  the  statement  of  course,  has  been  made  here,  *Well,  if  the  fed- 
eral Government  doesn't  do  something,  what  is  going  to  become  of 
these  people?"  If  you  pass  this  legislation  today  it  would  be  at  least 
February  1  before  the  O.  P.  A.  Administrator  could  make  a  finding 
that  there  was  some  justification  for  him  to  begin  to  exercise  control. 

The  Chairman.  If  there  is  a  desire  to  secure  abnormal  increases, 
the  mere  enactment  of  the  legislation  would  stay  that  effort. 

Mr.  McDermott.  Well,  that  is  possible.  No  one  is  more  anxious  to 
see  the  right  kind  of  a  curb  put  upon  any  unjust  rents  than  the  asso- 
ciation which  I  represent. 

The  Chairman.  You  have  a  small  businessman's  committee? 

Mr.  McDermott.  Of  course  we  have,  and  I  represent  an  organiza- 
tion that  has  been  in  existence  for  48  years,  not  something  that  grew 
up  in  the  last  few  months. 

The  Chairman.  I  know  that.  ' 

Mr.  McDermoti.  We  don't  go  out  and  solicit  complaints  and  stir  up 
things,  but  we  get  complaints,  if  they  are  justified,  from  our  mem- 
bership. \.-r    ,  ^ 

The  Chairman.  I  understand  Mr.  Herbert  Carpenter,  your  vice 

Mr.  McDermott.  I  know  him  very  well,  a  large  manufacturer. 

The  Chairman.  I  understood  he  was  for  this  legislation. 

Mr.  McDermott.  I  don't  think  so.  If  Mr.  Carpenter  was  authorized 
to  state  that  on  behalf  of  the  association,  I  wouldn't  be  here. 

The  Chairman.  I  didn't  say  that.  I  understood  he  individually 
thought  there  ought  to  be  some  legislation. 

Mr.  McDermott.  Well,  the  policy  of  the  organization  is  made 
after  a  committee  of  very  substantial  businessmen,  lawyers,  account- 
ants, or  whatever  the  subject  happens  to  be,  have  explored  it  very 
thoroughly  and  make  their  recommendations  to  the  board  of  direc- 
tors. 

Until  the  board  of  directors  of  the  association,  which  consists  of 
24  of  the  outstanding  businessmen  of  this  country,  has  passed  upon  it, 
our  association  does  not  make  a  public  appearance  in  behalf  of  these 
things. 
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The  Chaibman.  I  was  a  member  of  the  State  legislature  when  your 
organization  was  in  existence. 

Mr.  McDermott.  That  is  true. 

The  Chairman.  We  did  not  always  agree,  though. 

Mr.  McDermott.  There  is  hardly  a  subject  on  which  there  is  agree- 
ment amongst  men  who  both  have  the  public  interest  at  heart. 

The  Chairman.  Oh,  that  is  true.  I  am  not  questioning  that  you 
have  the  public  interest  at  heart. 

Mr.  McDermott.  That  there  have  been  instances  of  demands  for 
unreasonable  and  excessive  rentals  appears  from  the  disclosures  be- 
fore the  joint  legislative  committee  of  the  State  of  New  York  and 
from  some  of  the  complaints  that  have  received  public  notice.  How- 
ever, the  situation  prevails  in  a  limited  area  in  the  Borough  of  Man- 
hattan as  found  by  the  Senate  committee  as  the  result  of  its  hearings 
on  July  14. 

The  mayor's  committee,  sometime  ago,  published  a  list  of  125  build- 
ings in  which  it  was  reported  that  demands  for  increase  of  rent  had 
been  made.  A  check-up  disclosed  that  90  percent  of  these  buildings 
named  had  changed  ownership  since  1928  either  through  foreclosure 
by  the  mortgagee,  or  by  the  surrender  of  the  deed  to  the  mortgagee 
indicating  very  clearly  that  the  income  from  the  property  was  insuflB- 
cient  to  meet  the  fixed  charges  and  operating  costs  because  of  the  de- 
pressed rentals  and  lack  of  occupancy.  It  is  not  surprising,  there- 
fore, to  find  demands  for  rent  increases  in  such  properties. 

I  don't  think  any  of  us  want  to  see  these  deplorable  conditions  con- 
tinue. No  branch  of  industry,  no  part  of  the  mvestment  of  the  public 
moneys,  can  have  an  advantage  at  the  expense  of  another  part.  Eeal 
estate,  which  means  so  mucli  in  New  York  City  and  into  which  such 
a  huge  amount  of  money  has  been  poured — a  continuance  of  the 
growth  of  New  York  City  which  means  employment  for  labor — all 
depend  upon  whether  these  things  are  justified  and  whether  they 
can  be  operated  successfully  and  show  a  reasonable  return. 

Just  as  soon  as  they  fail  to  do  that,  investment  money  won't  be 
forthcoming.  Blighted  areas,  and  we  have  blighted  business  areas 
in  New  York,  will  not  be  replaced  by  modern  buildings.  It  just  won't 
happen. 

The  Chairman.  Mr.  McDermott,  this  perhaps  goes  back  before 
your  time,  but  didn't  your  association  oppose  a  reduction  in  tele- 
phone rates  in  New  York  ? 

Mr.  McDermott.  Well,  I  don't  know,  Senator,  whether  they  did 
or  not. 

The  Chairman.  I  recall  that. 

Mr.  McDermott.  It  is  a  possibility,  but  I  would  have  to  look  it  up. 
The  Chairman.  The  legislature  reduced  them,  anyway. 
Mr.  McDermott.  Well,  from  the  personal  point  of  view  I  think  it 
was  a  good  thing. 

The  Chairman.  It  just  shows  you  how  organizations  differ. 
Mr.  McDermott.  I  had  a  little  business  experience  there.  I  was 
associated  with  the  New  York  Telephone  Co.  for  a  long  while.  The 
tremendous  growth  of  the  telephone  business  in  New  York  City  and 
New  York  State  staggered  tlie  imagination  and  the  expectations  of 
the  biggest  people  in  America.  I  think  it  justified  a  decrease,  just 
as  the  long-distance  business  in  this  country  justified  a  decrease. 
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The  Chairman.  Well,  your  organization  was  against  it. 

Mr  McDermott.  Well,  maybe  at  that  time  they  felt  it  was  the  thing 
to  do.  I  don't  know.  You  recall  another  time  when  there  was  a  good 
deal  of  agitation  for  the  creation  of  another  telephone  company  in 
New  York  City  and  there  was  a  big  split  in  public  opinion  m  New 

York  City  at  that  time.  ,  ,     .,  j.    ^i 

Like  every  other  sensible  businessman,  we  felt  it  was  perfectly 
^illy,  everybody  would  have  had  to  install  two  telephones, 
the  Chairman.  I  don't  recall  that.  All  right.  Go  ahead. 
Mr.  McDermotf.  We  also  desire  to  call  your  committee  s  attention 
to  the  fact  that  the  assessed  valuation  of  property  in  New  York  City 
subject  to  tax  has  decreased  by  more  than  $3,000,000,000  since  1934 
due  to  the  fact  that  properties,  because  of  sacrifice  rentals  and  va- 
cancies, were  unable  to  meet  the  fixed  charges  and  operating  costs  and 
had  to  be  sacrificed  to  mortgagees.  This  means  that  the  city  s  power 
to  levy  taxes,  based  upon  the  current  tax  rate,  has  decreased  by  Jt.»l,- 

000,000. 

If  the  Federal  Government  should  now  undertake  to  freeze  or  con- 
trol the  rent  of  commercial  properties  or  business  accommodations, 
it  will  not  help  the  marketable  value  of  real  estate  and  will  result 
unquestionably  in  the  depreciation  of  existing  values 

So  that  if  anything  is  done  to  decrease  the  value  of  New  York  City 
property  certainly  it  will  impair  the  ability  of  the  city  to  levy  and 
collect  taxes  and  its  ability  to  support  its  own  budget.  On  top  ot  that 
the  New  York  City  government  has  a  post-war  public-works  program 
to  promote  employment  after  the  war  is  over,  amounting  to  a  billion 

and  a  quarter  dollars.  ,       .      ..      i  ^i,  4. +i. 

Well,  of  course,  anybody  that  knows  the  situation  knows  that  the 
city  of  New  York  cannot  finance  that  in  a  5-year  period.  They  are 
ffoing  to  look  to  the  Federal  Government  to  meet  probably  40  percent 
of  it  We  do  not  think  that  anything  should  be  done  to  impair  the 
city's  right  and  its  ability  to  undertake  the  most  public  works  that 
they  possibly  can  to  promote  employment  if  it  becomes  necessary,  but 
if  something  like  this  happens  you  won't  have  the  ability  to  raise  taxes 
and  the  gap  between  what  the  city  could  invest  under  the  law  and  its 
right  to  create  a  debt  which  is  fixed  by  the  Constitution  would  also  be 

affected  by  this.  .  ,.     ,.       ,    .         .i  -^      ^ 

So  that'there  are  many  aspects  of  this  thing  that  must  be  considered. 
Senator  Taft.  You  don't  want  to  look  with  too  much  optimism  for 

that  40  percent.  .  i^  v.  . -^ 

Mr  McDermott.  I  have  some  reservations  about  that  myseit,  but  it 
they  come  down  here  and  ask  for  it  they  will  probably  tell  you  you 
are  partly  responsible  because  you  put  a  limit  on  the  value  of  rents 
and  everything  else  in  New  York  because  of  this  bill  and  you  are  going 

to  be  on  the  spot.  ..  ^c     i    x^ 

The  existing  shortage  of  space  m  the  particular  area  of  Manhattan 
which  seems  to  be  affected  is  due  to  business  expansion  and  to  the  lack 
of  construction  during  the  last  10  years.  The  situation  can  best  be 
cured  or  alleviated  by  new  construction  of  additional  rentable  floor 
area.  In  recent  months  many  very  large  building  projects  have  been 
desicrned  and  construction  will  go  forward  as  soon  as  restrictions  are 
liftexl  by  the  Federal  Government.  However,  if  rentals  are  arbitrarily 
limitedby  law  and  a  fair  return  upon  the  investment  becomes  doubtful, 
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capital  required  to  finance  such  construction  will  not  be  available  and 
relief  through  new  construction  will  hardly  be  expected. 

We  do  not  believe  tliat  the  situation  warrants  the  Federal  Govern- 
ment injecting  itself  into  a  purely  local  matter  within  the  State  of 
New  York,  especially  since  the  legislature  has  appointed  a  committee 
which  is  inquiring;  into  this  situation,  and  particularly  in  view  of  the 
fact  that  the  Legislature  of  New  York  State  will  meet  in  session  on 
January  1, 1945,  barely  a  month  off. 

We  therefore,  respectfully  urge  that  the  Senate  refrain  from  en- 
acting the  proposed  legislation. 

The  Chairman.  Thank  you  very  much,  Mr.  McDermott. 

Is  Mr.  Onderdonk  here  ? 

(There  was  no  response.) 

Mr.  McDermott.  May  I  Senator,  put  something  on  the  record  here, 
with  your  consent  ? 

Mr.  Harold  P.  Winans  was  here  all  day  yesterday  and  was  going  to 
stay  over.  An  emergency  arose  and  he  had  to  go  back  to  New  York. 
He  is  manager  of  the  Forma  Corporation  which  is  the  corporation 
name  of  the  Ruffert  Real  Estate  Holdings.  They  have  over  $30,000,000 
of  property.  Amongst  the  property  there  are  three  very  large  loft 
buildings  and  a  number  of  office  buildings. 

He  says  they  have  no  complaints  of  rentals  of  any  kind.  He  feels 
if  this  thing  is  adopted  by  tlie  Senate,  as  I  said  just  a  few  minutes  ago, 
it  is  going  to  impair  the  marketability  of  their  properties  and  he  would 
like  to  have  it  shown  on  the  record  that  he,  representing  $30,000,000 
worth  of  real  estate  in  New  York  City,  both  loft  and  office  buildings, 
is  opposed  to  the  enactment  of  this  legislation. 

The  Chairman.  Very  well.    Thank  you. 

Any  representative  here  of  tlie  Office  of  Price  Administration? 

A  Voice.  Mr.  Bowles  is  ex])ecting  to  be  here  Monday  morning  which 
lie  understood  was  the  committee's  desire. 

The  Chairman.  All  right. 

We  want  to  continue  these  hearings  because  we  have  to  take  up  the 
Maybank  bill  after  that. 

Senator  Hawkes.  Are  there  any  more  witnesses  to  be  heard  this 
afternoon  ? 

The  Chairman.  No  ;  we  will  have  to  recess  now. 

Senator  Hawkes.  Before  you  recess  I  would  like  to  have  introduced 
into  the  record  a  letter  given  me  by  Mr.  Halperin  under  date  of  De- 
cember 1,  which  partially  answers  the  question  that  I  raised  as  to 
whether  the  volume  of  business  of  these  people  who  are  having  their 
rents  raised  is  going  up  or  down  while  the  rent  was  going  up. 

Now,  his  letter  is,  of  course,  inconclusive.  It  cites  the  case  of  some 
265  manufacturers  and  jobbers  of  popular  priced  dresses  whose  volume 
of  business,  according  to  this  letter,  has  gone  down  from  $350,000,000 
in  1943  to  $250,000,000  in  1944.  While  it  was  going  down,  accord- 
ing to  this  letter,  the  rent  increase  was  some  12  percent  over-all ;  is 
that  correct  ? 

Mr.  Halperin.  Yes;  up  to  now.  It  appears  it  will  be  70  percent  on 
the  leases  which  will  take  effect  February  1, 1945. 

The  Chairman.  These  are  all  loft  buildings? 

Mr.  Hau»erin.  These  are  all  loft  buildings. 
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Senator  Hawkes.  The  point  that  has  been  left  unanswered  here  is, 
jt  doesn't  show  anything  about  the  profit  of  this  business,  whether  it 
lias  gone  up  or  down.  Do  you  know  whether  it  has  gone  up  or  down  ? 
Has  the  profit  gone  up  while  the  volume  has  gone  down? 

Mr.  Halperin.  I  can  assure  you  that  on  a  decreased  volume  of  over 
25  percent,  almost  30  percent,  the'  profit  has  gone  down  too.  If  I 
may  tell  you  why,  I  will  tell  you  why. 

There  is  definitely  a  curtailment  in  the  amount  of  piece  goods  and 
textiles  which  the  Government  is  allowing  to  go  in  the  manufacture  of 
the  articles  these  people  handle  so  that  there  will  be  a  decrease  in 
volume  and  profits  of  most  of  the  people  who  testified  here  before  you. 

That  is  what  is  actually  happening,  I  think,  and  your  agencies  can 
confirm  that. 

Senator  Hawkes.  That  would  be  normally  the  case  when  volume 
goes  down. 

Mr.  Halperin.  That  is  correct. 

Senator  Hawkes.  The  letter  is  as  follows : 

Decembeb  1,  1944. 
Hon.  Alfekt  W.  Hawkes, 

United  States  Senate,  Washington,  D.  C. 

Dear  Sir  :  Mr.  David  D.  Urdang,  office  manager  of  the  Popular  Priced  Dress 
Manufacturers'  Group,  Inc.,  of  New  York,  a  trade  association,  comprising  a 
membership  of  about  265  manufacturers  and  jobbers  of  popular  price  dresses, 
wholesaling  from  $2.87i/4  to  $5.75  each,  doing  an  annual  volume  of  approximately 
$250,000,000,  and  which  type  dresses  is  exclusively  for  the  use  of  the  so-called 
masses,  informs  me  that  the  volume  of  business  of  the  members  of  his  associa- 
tion for  1943  was  approximately  $350,000,000,  and  in  1944  will  not  exceed  $250,- 
000,000. 

In  the  face  of  this  tremendous  decline  in  volume,  the  average  rent  increase 
for  its  membership  was  about  12  percent  in  1944  over  1943,  and  will  rise  to 
about  70  percent  for  1945,  even  though  the  1945  volume  is  expected  to  be  much 
less  than  1944. 

Thus,  you  can  readily  note  that  rent  demands  are  based  on  the  scarcity  of 
space  and  not  other  normal  conditions. 
Very  truly  yours, 

Habry  J.  Haipebin. 

The  Chairman.  We  will  recess  until  Monday  at  10 :  30  a.  m. 
(Thereupon,  at  5  p.  m.,  an  adjournment  was  taken  until  Monday, 
December  4, 1944,  at  10 :  30  a.  m.) 
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United  States  Senate, 
Committee  on  Banking  and  Currency, 

1  Washington^  D.  C, 

The  committee  met  at  10:30  a.  m.,  pursuant  to  adjournment  of 
Friday,  December  1,  1944,  in  room  301,  Senate  Office  Building,  Sena- 
tor Robert  W.  Wagner  (chairman)  presiding. 

Present:  Senators  Wagner  (chairman),  Radcliffe,  Maybank,  Butler, 
Buck,  Maloney,  and  Capper. 

The  Chairman.  The  committee  will  come  to  order. 

Mr.  Bowles,  of  the  Office  of  Price  Administration,  we  are  very 
anxious  to  have  you  give  us  advice  upon  the  bill  that  is  now  pending. 
You  have  made  an  admirable  job  of  the  work  of  the  Office  of  Price 
Administration,  and  I  think  the  whole  committee  would  care  to  have 
your  opinions  in  regard  to  this  matter.  This  is  Senate  2176.  Will 
you  give  us  your  views  about  that  ? 

STATEMENT    OF   CHESTER   BOWLES,    PRICE   ADMINISTRATOR, 
OFFICE  OF  PRICE  ADMINISTRATION,  WASHINGTON,  D.  C. 

Mr.  Bowles.  Mr.  Chairman  and  gentlemen  of  the  committee,  the 
Office  of  Price  Administration  is  reluctant  to  add  the  control  of  com- 
mercial rents  to  our  present  responsibilities. 

Such  controls  would  be  necessarily  complex.  They  would  further 
strain  our  already  overworked  staif.  They  would  require  additional 
funds  and  additional  people. 

In  the  last  few  weeks,  however,  we  have  gradually  come  to  feel 
thftt  Federal  control  of  commercial  rents  in  some  areas  caiujpt  properly 
bft  avoided. 

Increased  conmiercial  i*entals,  particularly  loft  rentals,  are  already 
serious  in  New  York  City.  They  are  a  growing  problem  in  various 
sections  of  the  Pacific  coast,  Texas,  Ohio,  Massachusetts  and  other 
States. 

Reports  from  our  district  and  regional  rent  offices  indicate  that  the 
trend  of  commercial  tenant  complaints  is  steadily  rising.  Reports 
from  the  service,  restaurant,  consumer  durable,  and  retail  food 
branches  of  our  i)rice  department  indicate  increasing  pressure  for 
price  increases  based  on  increased  rental  expense. 

Senator  Butler.  Mr.  Bowles,  would  you  object  to  being  inter- 
rupted as  you  go  along  ? 

Mr.  Bowles.  No,  indeed. 

Senator  Butler.  You  ha^e  touched  on  the  situation  as  to  loft  ren- 
tals being  rather  serious. 
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Mr.  Bowles.  Yes,  Senator. 

Senator  Butler.  I  would  like  to  inquire  as  to  whether  you  have 
any  idea  as  to  how  it  happens  to  affect  the  loft  situation  throughout 
the  entire  country,  as  well  as  that  in  New  York  City. 

Mr.  Bowles.  I  think  it  is  largely  the  garment  industry  in  New 
York  City.  It  covers  the  garment  industry  which,  of  course,  is  be- 
coming quite  acute,  because  we  are  having  to  put  tighter  price  con- 
trols upon  the  garment  industry.  The  price  of  clothing  has  gone  up 
so  rapidly  that  it  is  now  necessary  to  put  some  further  controls  upon 
it.     Otherwise  we  are  going  to  run  into  difficulty. 

Senator  Butler.  That  would  not  be  true  in  the  State  of  Texas  or  on 
the  Pacific  coast? 

Mr.  Bowles.  Not  to  the  same  degree  that  it  would  be  in  New  York 
City.  There  are  other  situations  out  there  which  are  just  as  acute,  or 
potentially  so,  as  those  in  New  York. 

In  that  case,  I  think  Mr.  Carson  can  give  us  some  information  oiv 
that. 

Mr.  Carson.  I  am  Ivan  D.  Carson,  Deputy  Administrator  for  Rents, 
Office  of  Price  Administration. 

There  are  replies  from  our  regional  office  that  the  light  manufactur- 
ing space,  particularly  in  the  outlying  sections  of  Dallas  and  Tulsa, 
and  in  the  downtown  sections,  are  showing  evidence  of  the  problem, 
somewhat. 

Senator  Butler.  Wliat  effect,  if  any,  has  the  rental  of  this  type  of 
space  upon  the  space  which  has  been  taken  by  the  Army  and  the 
Navy? 

Mr.  Bowles.  I  shall  again  call  upon  Mr.  Carson  to  tell  you  about 
that. 

Mr.  Carson.  There  probably  has  been  some  effect  on  the  warehouse 
space. 

I  am  sure  that  a  number  of  manufacturing  plants  which  were  dor- 
mant previously,  have  been  reactivated  by  reason  of  manufacturing 
that  they  are  doing  for  the  Army  and  Navy,  under  Army  and  Navy 
contracts. 

Senator  Butler.  The  reason  I  asked  you  that,  Mr.  Bowles,  I  have 
had  considerable  interest  in  and  have  been  actively  in  touch  with  a 
situation  of  that  same  kind  in  the  city  of  Omaha,  Nebr.  There  it  is 
about  100  percent  due  to  the  Army  taking  over  space  now  used  by  men 
who  are  making  war  goods.  They  have  all  of  these  little  mechanical 
installations  on  their  floors,  just  thousands  of  them,  but  still  the  Army 
wants  the  building. 

I  might  say  that  we  have  had  quite  an  argument  with  them,  be- 
cause there  is  all  kinds  of  space  that  the  Army  or  the  Navy  could 
take  in  Omaha,  that  is  not  presently  occupied,  elsewhere,  but  they 
simply  say,  "No ;  we  want  this  one."  They  will  not  listen  to  any  of 
the  arguments  about  other  space.  I  wondered  if  that  was  true  in  gen- 
eral, and  if  so,  to  what  extent  it  was  true.  I  have  reference  now  to  the 
city  of  New  York. 

Mr.  Bowles.  I  think  perhaps  Mr.  Carson  could  give  us  some  infor- 
mation on  that. 

Mr.  Carson.  In  1942  we  had  some  discussion  with  representatives 
of  Trinity  Church,  and  also  from  a  large  management  firm  by  the 
name  of  Noyes — I  do  not  recall  the  full  name  of  the  firm,  Senator — 
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but  at  that  time  we  were  told,  even  in  the  fall  of  1942,  that  the  situa- 
tion with  respect  to  loft  space  was  tightening  up  very  badly,  and  was 
about  to  reach  a  critical  stage. 

Trinity  Church,  for  example,  at  that  time  told  us  that  their  va- 
cancy situation  was  so  much  different  from  what  it  had  been  just 
within  the  previous  year,  the  occupancy  was^  so  much  tighter — 1  do 
not  recall  the  percentage,  but  I  believe  1  can  put  that  in  the  record  if 
you  desire. 

Mr.  Bowles.  If  I  may  make  the  suggestion,  after  I  am  through  Mr. 
Carson  can  read  the  results  of  reports  that  we  have  received  from  all 
over  the  country  just  over  this  last  week-end,  which  I  think  will  give 
you  some  idea  of  the  acute  situation  everywhere.  I  believe  it  will 
give  you  a  more  complete  picture  in  that  manner. 

The  Chairman.  I  think,  just  as  you  say,  Mr.  Carson,  that  there  is  a 
shortage  of  loft  space  in  New  York. 

Mr.  Carson.  Senator  Wagner,  that  is  quite  true.  There  is  a  severe 
shortage  of  loft  space  in  New  York. 

Mr.  Bowles.  It  is  heading  up  and  hitting  us  on  clothing.  Cloth- 
ing is  very  tight.  As  you  know,  the  garment  people  are  feeling  the 
pressure  or  will  feel  the  pressure  of  a  rise  in  their  rentals.  It  would 
seem  from  the  testimony  here  that  they  have  felt  it  already,  and  their 
fear  is,  as  I  gather  it  from  these  hearings,  that  soon  after  the  first  of 
the  year  it  is  going  to  affect  them  very  severely.  It  is  beginning  to 
have  an  effect,  and  in  connection  with  the  pressure  that  is  being  put 
on  the  clothing  people  to  keep  clothing  in  line,  I  would  say  that  it  is 
goinc:  to  be  a  factor. 

Of  course,  there  is  one  big,  definite  distinction  between  dwelling 
houses  and  commercial  properties.  Rent  increases  on  dwellings  have 
an  immediate  and  definite  effect  upon  the  cost  of  living,  a  very  sharp 
effect.  Increases  in  business  rents  have  an  indirect  effect  upon  the 
broad  phases  of  the  stabilization  program.  Everything  in  a  business 
operation  that  causes  rising  casts  increases  the  need  for  higher  prices. 
That,  of  course,  is  one  of  the  major  developments  here,  outside  of  the 
human  element,  seeing  the  little  people  crowded  out  of  business. 

The  Chairman.  That  is  what  I  am  concerned  about  in  New  York. 

Mr.  Bowles.  It  would  be  a  gross  exaggeration  to  state  that  the 
situation  on  a  Nation-wide  scale  is  at  present  either  acute  or  danger- 
ous. But  there  is  no  questioning  the  fact  that  if  commercial  rents 
continue  to  rise  at  their  present  rate  it  will  not  be  long  before  we  face 
a  threat  to  our  price  levels  in  several  fields. 

If  the  inflationary  threat  was  likely  to  disappear  after  the  end  of 
the  German  war,  it  would  be  most  unwise  for  us  even  to  consider 
tackling  a  new  problem  of  this  potential  magnitude. 

But,  as  we  see  it,  the  greatest  danger  of  rising  rents  and  prices 
will  come  some  4  to  6  months  after  the  war  ends  in  Europe. 

At  that  time,  three  to  five  million  men,  unemployed  during  the 
process  of  reconversion,  will  return  to  their  jobs  in  our  plants  manu- 
facturing automobiles,  electrical  appliances,  building  materials,  and 
so  forth.  Wartime  purchasing  power  from  thousands  of  war  con- 
tracts will  continue  at  hi^h  levels.  More  than  $100,000,000,000  in 
savings  will  be  available  for  purchases  in  domestic  markets.  There 
will  be  overwhelming  pressure  on  the  part  of  retailers,  wholesalers, 
and  manufacturers  to  build  up  their  inventories  with  all  possible 
speed. 
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During  the  war,  more  than  200.000  retail  businesses,  most  of  them 
small  businesses,  have  closed  their  doors  as  their  owners  joined  the 
armed  forces  or  patriotically  offered  their  services  in  the  production 
of  war  materials. 

As  the  German  war  comes  to  a  close,  many  demobilized  veterans, 
with  credits  from  the  G.  I.  bill,  plus  war  workers  with  amplB  savings, 
will  rush  to  enter  the  service  trades,  and  open  up  restaurant  and  retail 
businesses.  Vacancies  in  commercial  establishments  are  already  at 
the  lowest  point  in  20  years  on  a  national  basis.  Fifty-five  percent 
of  them  are  on  a  1-year  lease. 

Under  these  circumstances,  the  present  troublesome  rise  in  com- 
mercial rents,  which  disturbs  us  in  some  sections,  would  quickly  reach 
dangerous  proportions.  It  would  put  additional  heavy  pressure  on 
our  retail  price  ceilings.  It  would  throw  new  obstacles  in  the  way 
of  returning  veterans  and  individuals  anxious  to  establish  themselves 
in  an  independent  retail  business. 

It  has  been  suggested  on  many  occasions  that  the  control  of  com- 
mercial rents,  and  indeed  the  control  of  all  rentals,  should  be  a  local 
or  State  problem. 

Theoretically,  this  may  be  so.  But  the  fact  remains  that  no  local 
governments  or  State  Governments  have  seen  fit  to  pass  legislation 
protecting  the  commercial  tenants. 

Reluctantly,  with  the  full  understanding  of  the  complexities  of  im- 
posing commercial  rent  control  in  even  a  few  localities,  we  in  the  Of- 
fice of  Price  Administration  feel  that  only  practical  answer  to  this 
problem  is  an  amendment  to  the  Price  Control  Act.  This  amendment 
would  specifically  empower  us  to  place  commercial  rent  control  in 
effect  wherever  such  controls  are  necessary  to  maintain  the  stabilization 
program. 

If  these  additional  powers  are  delegated  by  Congress  to  the  Office  of 
Price  Administration,  I  can  assure  you  that  they  will  be  used  with 
extreme  discretion.  We  are  not  anxious  to  dissipate  our  energies  or 
our  manpower  on  unnecessary  operations. 

It  may  be  that  our  mere  possession  of  this  power  will  put  a  damper 
on  rising  commercial  rents.  We  are  hopeful  that  through  investiga- 
tion and  through  frank  talks  with  real  estate  groups  on  a  local  and 
regional  basis,  we  can,  in  many  instances,  avoid  legal  administrative 
action.  Certainly,  it  will  be  our  heartfelt  desire  to  resolve  any  prob- 
lems which  face  us  in  that  manner. 

In  closing,  I  would  like  to  emphasize  my  feeling  that  the  greatest 
inflationary  dangers  which  this  country  has  ever  faced  lie  ahead.  So 
far,  we  have  successfully  maintained  price  stability  in  most  parts  of 
our  economy.  The  level  of  wholesale  piices  is  but  3  percent  higher 
than  in  the  spring  of  1942.  The  cost  of  living  during  that  period  has 
risen  only  9  percent,  according  to  the  Department  of  Labor.  During 
the  last  18  months,  the  index  of  living  costs  and  wholesale  prices  has 
shown  practically  no  change. 

Clothing  prices  have  risen  somewhat.  These  increases  have  been 
compensated  for  by  decreases  in  the  prices  of  food  products  at  retail. 

But  we  must  remember  that  nearly  one-half  of  the  inflation  which 
occurred  during  the  World  War  I  period,  the  whole  period  there,  came 
after  the  armistice. 

It  was  in  the  period  starting  3  months  after  the  defeat  of  Germany 
that  the  rise  in  food  prices,  clothing  prices,  rents,  and  the  prices  of 
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raw  materials  rose  most  sharply.  It  was  then  that  we  set  the  stage 
for  the  sudden  price  collapse  which  began  in  June  1920 — a  collapse 
which  in  a  single  year  wiped  out  $11,000,000,000  in  business  inventories 
and  caused  a  66-percent  drop  in  farm  prices  and  a  44-percent  drop  in 
factory  pay  rolls. 

The  pressures  which  will  follow  the  end  of  the  German  war  will,  in 
our  opinion,  be  far  greater  than  those  which  we  experienced  in  1919. 
But  this  time  we  have  the  tools  with  which  to  meet  them.  With  the 
full  backing  of  Congress  and  all  groups  that  go  to  make  up  our  people, 
I  am  confident  that  we  can  finish  the  job. 

Senator  Butler.  Mr.  Bowles,  you  have  indicated  that  this  situation 
in  New  York  is  critical  or  may  become  critical  ? 

Mr.  Bowles.  That  is  correct. 

Senator  Butler.  I  wondered  if  the  Office  of  Price  Administration 
has  done  anything  at  all  toward  hinting  at  something  of  this  nature, 
that  something  might  be  done  in  case  the  situation  did  not  improve? 
In  other  words,  could  it  have  any  psychological  effect? 

Mr.  Bowles.  We  are  not  in  much  of  a  position  to  do  it  by  hinting  as 
to  what  Congress  might  do.  But  I  would  like  to  do  as  much  as  I  could 
along  that  line,  of  course. 

Senator  Builer.  Even  if  you  went  on  to  say  that  you  would  recom- 
mend something  like  what  is  proposed  in  this  bill  ?  Do  you  think  it 
would  have  any  effect  ? 

Mr.  Bowles.  I  think  it  would,  that  is  true,  and  of  course  we  have 
done  that  right  here  for  whatever  effect  that  statement  may  have. 

But  perhaps  you  would  like  to  have  Mr.  Carson  run  over  the  country, 
giving  these  reports  that  we  have  recently  received. 

The  Chairman.  I  might  say  that  Senator  Mead  and  myself,  in  early 
October,  wrote  letters  to  Governor  Dewey,  suggesting  that  this  situa- 
tion was  approaching,  and  asked  him  to  call  a  special  session  of  the 
legislature^to  deal  with  that  situation,  but  nothing  happened. 

We  did  have  a  special  session  of  the  legislature  that  the  Governor 
called  a  little  later  on,  but  only  for  the  purpose  of  increasing  the  time 
for  voting  on  election  in  November. 

An  appeal  was  made  to  Governor  Dewey  at  that  time  to  alsa»deal 
with  this  commercial  rental  problem,  but  nothing  came  of  it. 

Senator  Butler.  The  law,  at  the  moment,  does  not  empower  him  to 
do  anything  along  that  line. 

The  Chairman.  That  is  true,  but  it  is  within  his  power  to  call  a 
special  session  of  the  legislature. 

Senator  Butler.  It  is  within  his  power  to  call  a  special  session  of 
the  legislature,  but  the  law  does  not  empower  him  to  deal  directly  with 
the  situation  of  this  kind? 

The  Chairman.  Not  until  he  gets  a  law  passed  to  that  effect. 

Senator  Radoliffe.  Could  not  such  a  law  be  passed,  Senator 
Wagner  ? 

The  Chairman.  I  think  so.  We  cannot  live  in  hopes,  however;  we 
must  have  some  kind  of  definite  action. 

Senator  Eadcliffe.  Is  it  not  a  little  bit  unreasonable  to  put  the 
whole  country  in  harness  because  local  people  will  not  act  ? 

The  Chairman.  I  think  this  is  a  national  situation,  also. 

Senator  Radcliffe.  If  the  commercial  rents  in  New  York  ar»  too 
high,  and  the  local  people  will  not  do  anything  about  it,  I  do  not  see 
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where  that  affects  the  national  situation  very  widely.  It  seems  to  me 
that  it  might  to  a  very  little  extent,  but  that  only. 

Mr.  Bowles.  As  to  that,  Senator  Radcliffe,  the  only  trouble  with 
that  is  that  you  have  manufacturers  in  different  situations,  some  where 
their  costs  can  be  held  down,  because  there  are  many  vacancies  in  the 
area  in  which  they  operate,  and  other  places  where  it  is  tight. 

As  I  say,  we  are  trying  to  determine  what  effect  the  New  York 
situation  has  upon  our  whole  program,  and  it  has  already  had  an  effect 
that  we  have  met  throughout  our  whole  program  of  stabilization.  It 
has  gone  far  beyond  the  borders  of  the  State  of  New  York,  and  has 
become  a  national  proposition  as  far  as  we  are  concerned. 

That  is  due,  in  large  part,  to  the  fact  those  manufacturers  of  gar- 
ments in  New  York  are  going  to  come  to  the  point  where  their  margin 
will  no  longer  permit  them  to  take  care  of  rises  in  rent  without  passing 
that  rise  on  to  the  ultimate  consumer,  all  the  way  down  the  line,  in 
terms  of  increased  prices.  The  fact  that  they  have  not  done  so  already 
does  not  mean  that  it  will  not  be  so  in  the  future. 

Now,  so  far,  I  believe  their  margins  have  been  spread  far  enough 
to  take  care  of  it,  but  they  cannot  stand  it  much  longer  without  an 
increase  m  the  price  of  clothing. 

Senator  Radcliffe.  If  the  situation  gets  more  serious,  would  it  not 
put  sufficient  pressure  on  the  local  authorities  to  do  their  obvious 
duty? 

The  Chairman.  If  we  wait  until  that  time  comes,  we  may  wait 
until  the  damage  has  been  done  irreparably,  perhaps. 

Mr.  Bowles.  There  is  no  group  of  people  that  would  like  to  avoid 
this  more  than  we.  We  do  not  want  to  take  on  anything  more.  We 
have  our  hands  full.  We  have  price  control,  control  of  rents  on  dwell- 
ings, and  also  rationing.  We  have  got  just  about  everything  that  we 
want  to  take  care  of  now,  and  we  have  about  all  of  the  difficulties  that 
we  want  to  be  confronted  with.  In  view  of  that  we  are  very  reluctant, 
and  we  were  very  reluctantly  driven  to  take  the  position  that  we  have, 
but  the  situation  is  there  and  we  cannot  get  away  from  it.  We  would 
like  to  get  away  from  it,  but  at  the  same  time  there  has  been  a  little 
too  much.  Senator,  of  this  thing,  and  I  do  not  believe  we  can  get  away 
from  it.  Of  course,  we  do  realize  that  it  will  be  quite  a  difficult  thing 
to  handle. 

The  Chairman.  I  would  like  to  inquire :  Are  you  not  satisfied  that 
there  is  a  crisis  in  New  York  City  and  other  parts  of  the  country  right 
at  the  present  time,  so  far  as  loft  buildings  are  concerned? 

Mr.  BowoES.  It  seems  to  me  that  that  is  true  in  New  York  and  in 
other  areas  also. 

The  main  difficulty  that  I  see  is  that  if  the  situation  has  grown  to 
this  extent  now,  what  is  going  to  happen  when  the  war  in  Europe, 
the  German  war,  is  ended,  and  people  come  back  from  the  war  plants, 
and  they  want  to  go  into  small  businesses  of  one  kind  or  another,  such 
as  restaurants,  cafes,  and  all  sorts  of  small  businesses  ?  I  think  that  is 
where  the  difficulty  is  going  to  come. 

I  think  that  there  will  be  a  very  difficult  situation  there,  and  one 
that  should  be  prepared  for  before  it  takes  place. 

Our  survey  indicates  a  desire  to  go  into  local  retail  businesses  by 
these  war  workers  who  have  saved  their  money  for  some  time.  If  they 
start  to  moving  into  a  tight  situation,  at  a  period  when  the  pressure 
will  be  on  all  prices  and  rents,  when  all  of  those  pressures  will  be  four 
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or  five  or  six  times  as  strong  as  they  are  now— and  I  have  reference 
now  to  the  time  within  6  months  after  the  end  of  the  German  war- 
it  is  our  opinion  that  about  that  time  you  will  have  somethmg  that 
will  far  out-distance  anything  that  you  have  now. 

Of  course,  we  do  not  know  when  the  German  war  is  gomg  to  end, 
but  we  do  know,  at  least  we  have  the  strong  impression,  that  whole 
period  is  going  to  be  very  hard  to  get  through.  Because  of  the  tre- 
mendous pressure  that  will  be  brought  upon  people  to  rent  these 
buildings,  there  will  be  a  demand  far  outstripping  anything  that  has 
ever  taken  place  in  the  past. 

Of  course,  it  is  very,  very  difficult  to  get  statistics  and  background 
on  these  matters.  We  do  not  have  statistics  and  the  background  that 
we  would  like  to  have,  but  we  have  done  some  work  along  that  line. 

Senator  Radcliffe.  Mr.  Bowles,  if  you  take  over  this  additional 
job,  do  you  have  the  opinion  that  you  will  be  taking  over  something 
that  is  very  large,  very  complex,  and  very  difficult  to  operate,  and  that 
it  will  be  something  that  is  of  an  extreme  magnitude? 

Mr.  Bowles.  It  is  not  easy.    However,  if  we  are  given  the  job,  we 

will  do  it.  ^     11      • 

Senator  Radcliffe.  Would  not  the  matter,  inevitably,  of  collecting 
data  and  classification  material  of  various  kinds,  in  view  of  the  fact 
that  you  have  all  of  these  classifications,  be  extremely  intricate? 

To  my  mind,  I  am  not  as  familiar  with  the  situation  as  I  would  like 
to  be,  but  it  seems  to  me  that  even  looking  upon  it  in  a  very,  very  gen- 
eral way,  to  my  mind  it  would  be  a  matter  of  extreme  difficulty. 

Mr.  Bowles.  It  would,  if  you  went  into  every  one  of  these  buildings 
and  attempted  to  set  up  these  schedules  individually.  I  do  not  think 
that  will  be  necessary.  As  a  matter  of  fact,  we  now  have  about  15,- 
000.000  dwellings  now  under  rent  control,  and  that  is  about  80  percent 
of  all  dwellings  in  the  country. 

You  have  here  about  2,000,000  commercial  establishments  in  the 
whole  United  States  that  are  rented.  Now  with  the  vast  proportion 
of  those,  I  am  sure  you  would  never  have  to  deal  at  all.  In  fact,  there 
would  be  some  areas  where  you  would  not  have  to  go  in  at  all.  There 
would  be  other  areas  where  you  would  go  in  and  negotiate  and  talk 
to  the  people  and  try  by  all  means  at  your  disposal  to  get  them  down 
to  some  fair  basis,  and  you  would  succeed.  That  would  take  care  of  a 
great  deal  of  it. 

Senator  Radcliffe.  Would  you  not  have  to  make  a  survey  of  that 
situation  in  order  to  determine  with  some  degree  of  exactitude  what 
that  situation  was  ? 

Mr.  Bowles.  We  would  have  to  have  local  studies,  and  it  would  not 
be  easy,  of  course.    I  do  not  w*ant  to  minimize  it. 

Senator  Radcliffe.  I  thought  it  would  be  quite  a  problem. 

Mr.  Bowles.  Senator  Radcliffe,  of  course  it  would  not  be  easy. 

The  Chairman.  Of  course,  that  is  not  a  reason  for  avoiding  the 
job,  simply  because  it  is  difficult,  is  it? 

Mr.  Bowles.  None  of  the  things  we  have  tackled  have  been  easy. 
I  am  looking  for  an  easy  one,  but  I  doubt  if  I  ever  find  it. 

Senator  Radcliffe.  I  am  not  interested  in  that  as  a  reason  for  ob- 
jecting to  its  being  done,  but  it  does  seem  to  me  that  to  make  this 
study  and  survey,  as  you  would  have  to  make,  and  secure  the  proper 
data  which  is  necessary  to  make  your  general  regulations  upon,  that 
<hat  would  take  a  great  deal  of  time,  and  that  it  would  be  a  very 
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important  factor,  that  time  that  would  be  involved  in  order  to  accom- 
plish this. 

I  do  not  see  how  it  could  be  done  except  through  a  tremendous 
amount  of  work  und  effort,  and  it  would  require  a  very  considerable 
period  of  time  as  a  minimum  in  which  to  accomplish  it. 

Mr, -Bowles.  Wliat  we  would  probably  do  would  be  to  establish 
some  local  freeze  date  as  recent,  perhaps,  as  November  1, 1944,  or  some 
such  date  as  that,  a  current  date. 

We  hear  about  here  threatened  increases  coming  around  in  January 
and  February  of  1945.  We  would  establish  some  kind  of  a  basic 
current  freeze  date. 

We  would  probably  do  it  only  in  a  few  of  the  areas  where  the  situa- 
tion was  very  acute.    We  would  be  most  unlikely  to  do  it  in  all  of  the 


regions. 


That  would  give  us  a  basis  upon  which  to  start.  We  would  work  out 
a  program  by  which  if  there  is  an  increase  in  rent  it  must  be  brought 
in  to  us,  or  if  there  is  any  hardship  in  the  rents,  they  would  come 
in  to  us  and  we  would  examine  for  comparable  rents  in  the  area.  Or 
if  the  landlord  rented  to  a  new  tenant  we  would  examine  into  it, 
otherwise  it  would  simply  be  a  freezing  regulation,  freezing  the  situa- 
tion as  it  then  stood. 

Senator  Buck.  By  January  do  you  think  you  would  have  that  situa-, 
tion  fairly  well  in  hand  ? 

Mr.  Bowles.  I  am  inclined  to  think  so. 

Senator  Buck.  About  how  many  do  you  think  you  would  have  to 
add  to  your  staff  to  take  care  of  the  situation  in  New  York? 

Mr.  Bowles.  Our  present  bill  for  rent  control  for  the  whole  country, 
around  14,000,000  to  15,000,000  dwellings,  comes  to  about  eleven  and 
a  half  million  dollars.  I  think  you  can  get  some  idea  from  that.  I 
could  not  say  exactly  at  this  time,  of  course. 

Senator  Buck.  I  w  as  thinking  in  terms  of  personnel,  not  in  dollars 
and  cents. 

Mr.  Bowles.  If  we  took  this  thing  on  for  administration  ? 

Senator  Buck.  If  this  bill  or  approximately  this  bill  was  passed. 

Mr.  Bowles.  We  do  not  know  now  just  exactly  what  additional  per- 
sonnel would  be  required  to  Jiandle  this,  but  I  think  we  could  work 
that  out  rather  rapidly  once  the  thing  got  under  way.  We  would  start 
in  by  making  the  proper  plans,  and  we  have  some  of  those  in  skeleton 
form  now,  in  some  of  the  areas  where  it  seemed  to  be  necessary,  and 
we  could  go  in  there  and  make  a  fairly  quick  and  effective  study  in 
connection  with  the  Department  of  Labor.  I  think  we  could  make  a 
formal  study  which  would  be  of  considerable  value  to  us  in  that  way. 

We  would  make  a  formal  study,  for  instance,  of  a  test  group  and  if 
that  came  out  at  variance  with  what  the  situation  seemed  to  call  for, 
we  would  probably  sit  down  with  the  local  real-estate  people  and  see 
what  could  be  done.  We  would  say  to  them,  "This  is  not  good.  What 
can  you  do  about  it?"  It  is  quite  possible  w^e  would  be  able  to  accom- 
plish some  results  that  way.  If  they  were  able  to  do  something  about 
it  themselves,  we  would  not  have  to  move  in. 

Those  are  all  factors  which  must  be  taken  into  consideration. 

Senator  Buck.  If  this  were  going  to  be  more  or  less  restricted  in 
area,  f.hen  I  am. inclined  to  go  along  with  you,  but  if  you  are  going  to 
make  this  Nation-wide  check,  I  think  that  would  be  another  thing. 
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Mr.  Bowles.  We  would  be  looking  for  every  opportunity  not  to  go 
in.    We  are  now  very  much  committed  to  that  idea,  wherever  possible. 

We  decided,  the  other  day,  to  go  into  a  half  million  dwelling  units 
that  we  had  not  gone  into  previously,  and  we  were  very  reluctantly 
driven  to  that  opinion.  We  tried  to  talk  ourselves  out  of  it,  but  the 
situation  is  there,  and  we  have  to  meet  it. 

Senator  Buck.  Of  course,  if  you  get  this  authority  through  this 
law,  then  complaints  will  come  to  you  that  you  have  not  heard  of 
before. 

Mr.  Bowles.  We  would  probably  hear  of  cases  where  they  did  not 
even  think  it  worth  while  to  complain  to  us  now. 

Senator  Butler.  I  think,  Mr.  Bowles,  that  instead  of  establishing 
the  data  as  of  a  recent  date  for  the  freeze,  and  have  the  freeze  at  that 
time,  that  is,  at  a  recent  date,  it  would  be  my  idea  that  you  pick,  like 
you  have  in  other  commodities,  further  back,  go  back  far  enough  so 
that  you  will  get  away  from  any  tendency  to  have  gotten  ahead  for  this 
very  reason. 

Mr.  Bowles.  The  only  difficulty  I  thing  is  that  there  is  some  justifica- 
tion in  the  fact  that  this  was  a  depressed  industry  which  has  had  two 
and  a  half  years  in  which  to  raise  its  rentals.  While  other  things  have 
been  under  control,  this  commercial  rental  field  for  two  and  a  half 
years  has  been  under  no  control  whatsoever. 

Therefore,  I  think  this,  that  a  date  that  looks  fairly  current,  as  you 
discuss  it,  beginning  say  on  November  1,  begins  to  look  a  very  long 
way  back  as  you  start  to  go  ahead,  because  your  roll-back  is  always 
difficult  and  causes  considerable  resentment  and  complaints. 

Some  of  those  increases  are,  right  now,  perhaps  all  right,  and  it  is 
perhaps  just  what  is  ahead  of  us  that  is  causing  the  principal  diffi- 
culty.   There  are  threatened  increases. 

I  believe  all  these  figures  you  have  here  were  about  the  threatened 
raises  which  were  supposed  to  occur  about  the  first  of  the  year. 

The  Chairman.  On  February  1,  1945.  That  is  when  a  great  many 
of  them  are  supposed  to  come  about. 

Mr.  Bowles.  I  understand  that  it  was  in  January  or  February, 
principall}^  in  February. 

The  Chairman.  You  have  heard,  in  effect,  what  this  would  cause. 
Do  you  think  that  going  back  as  far  as  November  would  take  care  of 
that  situation? 

Mr.  Bowles.  I  think  if  we  went  back  to  November,  say  November 
1,  that  it  would  relieve  the  anxiety  on  the  part  of  these  tenants  and 
be  much  easier  to  take  care  of  it  that  way  than  to  have  a  roll-back 
from  increased  rentals  as  of  January  1  or  February  1  in  1944. 

Senator  Radcliffe.  Mr.  Bowles,  is  it  possible  to  form  any  estimate 
as  to  the  percentage  of  commercial  firms  or  organizations  in  New 
York  where  there  is  a  danger  that  exists  such  as  has  been  referred  to 
here?  I  am  referring  now  to  the  danger  that  exists  or  would  exist 
as  a  result  of  these  proposed  increases  on  January  1  or  February  1,  as 
the  case  may  be. 

Mr.  Bowles.  Maybe  Mr.  Carson  can  give  you  some  information  on 
that. 

Mr.  Carson.  Senator  Radcliffe,  I  do  not  believe  that  we  have  any 
information  on  that  subject,  except  we  have  been  keeping  in  touch 
with  Mayor  LaGuardia's  committee  on  loft  space.  I  believe  that 
the  Commissioner  in  New  York  who  has  charge  of  this  matter  testi- 


I 


■ 


248 


RENT  CONTROL  FOR  BUSINESS  ACCOMMODATIONS 


fied  before  this  committee  to  the  effect  that. there  were  5,000  cases 
that  had  come  before  his  committee  which  had  to  do  with  that. 

Senator  Raeclitfe.  Five  thousand  cases  came  before  their  com- 
mittee.   What  kind  were  they  ? 

Mr.  Carson.  Some  1,500  of  them  were  in  wnting,  and  I  believe 
that  the  rest  of  them  were  oral  complaints. 

I  might  add  this  to  what  Mr.  Bowles  said.  He  pointed  out  the 
difficulties,  the  differences  in  this  field  from  housing  with  respect  to 
the  availability  of  statistical  information  and  surveys. 

The  situation  is  different  as  to  number  of  units  and  the  commercial 
field  has  many  more  different  types  of  service  and  different  types  of 
buildings. 

I  will  readily  admit  that  there  is  no  statistical  information  avail- 
able as  to  the  over-all  rental  situation  such  as  there  is  in  housing,  but 
we  have  been  working  for  a  number  of  weeks  and  developing  a  basis 
of  approach  to  this  problem  so  as  to  confine  it  to  certain  types  of 
areas  and  to  certain  types  of  rentals  within  certain  groups  that  are 
in  the  over-all  commercial  field  particularly  affected  by  this  matter. 
That  will  eliminate  a  great  many  others  which  would  otherwise  have 
to  be  given  consideration. 

In  fact,  we  are  working  with  the  Bureau  of  Labor  Statistics.  I 
believe  that  a  technique  will  be  developed  in  the  very  near  future 
which  would,  if  it  works — I  believe  it  will — enable  us  to  reach  a  con- 
clusion statistically  with  respect  to  this  much  quicker  than  the  Senator 
had  thought. 

Senator  Radcltffe.  Mr.  Carson,  I  am  heartily  in  favor  of  doing 
everything  necessary  to  help  out  in  this  very  difficult  and  perplexing 

Eroblem.  I  am,  however,  not  unmindful  of  the  problems  that  are 
efore  us  here.  I  have  visualized  them,  and  I  know  sufficient  of  them 
to  be  aware  of  their  difficulties.  I  might  say  that,  althougli  I  appre- 
ciate the  need  for  desirable  legislation  in  any  field,  and  in  this  if  it  be 
established  that  it  is  necessary,  I  am  appalled  by  the  magnitude  of 
this  proposition,  and  also  I  have  been  impressed  with  the  idea  that 
the  problem  is  not  sufficiently  general  to  warrant  such  an  assumptiori 
unless  we  can  definitely  establish  it  here  that  this  goes  beyond  the 
confines  of  New  York.  If  it  is  merely  a  New  York  matter,  then  I 
think  it  should  be  confined  to  New  York.  If  it  is  a  matter  which  goes 
far  beyond  that,  that  is  something  else. 

Mr.  Bowles.  I  have  no  desire  to  add  commercial  rent  control  to 
our  program  unless  it  is  absolutely  necessary. 

Senator  Maloney.  As  a  matter  of  fact,  I  think  we  should  hasten  it, 
but  in  your  studies  have  you  given  any  thought  to  what  is  going  to 
happen  to  loft  space  in  New  York  when  we  reach  the  end  of  the  war 
with  Germany?  Is  there  not  a  strong  likelihood  that  those  manufac- 
turers who  have  been  suffering  under  increased  lents  will  move  to  the 
then  available  space  for  manufacturers,  that  they  will  then  go  to 
other  parts  of  the  country,  particularly  nearby  States,  where  such 
space  is  available  at  more  reasonable  rates  ? 

Mr.  Carson.  I  think  it  would  be  very  difficult  to  make  a  prediction 
on  that,  Senator  Maloney.  We  have  to  study  tlie  situation  as  it  exists 
at  the  present  time.  We  have  information  to  the  effect  that  when 
leases  are  to  be  renewed  they  are  requiring  tenants  to  renew  for  long 
periods  of  time.  Senator,  otherwise  the  renewals  are  not  accepted. 
They  are  much  longer  than  have  heretofore  been  customary.     For 
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example,  it  may  have  been  the  landlord's  custom  to  lease  space  on  an 
annual  basis,  and  now  he  is  offering  tenants  renewal  leases  only  on  the 
basis  of  5  years  or  longer,  which  will  add  to  the  difficulties  if  there  is 
a  let-down  and  the  tenant  does  not  have  the  income  upon  which  to 
proceed. 

The  Chairman.  Not  only  do  they  ask  for  an  increase  in  rental  but 
they  ask  for  it  over  a  very  long  period  of  time  ? 
•    Mr.  Carson.  That  is  correct. 

Mr.  Bowles.  That  is  one  of  the  things  that  has  come  up. 

The  Chairman.  There  is  no  more  necessity  for  a  long  term  lease  now 
than  there  was  before  ?    It  would  certainly  be  a  very  unusual  thing. 

Mr.  Carson.  They  are  asking  for  them  on  a  much  longer  term. 

Senator  Maloney.  I  would  like  to  ask  you  this  question,  and  I  am 
directing  this  question  to  Mr.  Bowles :  In  your  studies  I  would  like  to 
find  out  if  you  set  November  1  as  the  date  of  your  freeze,  Mr.  Bowles, 
what  would  you  do  about  the  outrageous  increases  that  have  already 
been  brought  to  the  attention  of  this  committee  which  occurred  prior 
to  November  1? 

Mr.  Bowles.  As  to  that.  Senator,  there  have  been  some  studies,  of 
course,  and  we  would  contemplate  taking  care  of  that.  Those  cases 
would  have  to  be  considered  on  their  individual  merits.  We  would 
have  to  weigh  the  difficulties  in  going  back  and  correcting  a  limited 
number  compared  to  the  future  problem.  That  applies  to  all  of  the 
other  problems  involved  in  any  roll-back. 

You  do  not  like  to  see  these  unfair  conditions  exist,  but  the  cost 
involved  and  the  problem  of  correcting  it,  in  general,  may  be  so 
great  that  it  is  not  worth  the  effort  from  a  national  standpoint.  On 
the  other  hand,  certainly,  to  the  man  that  has  been  faced  with  this 
particular  problem,  that  is  not  a  very  good  answer,  but  you  never  can 
get  such  a  thing  on  a  perfectionist  basis.  You  have  to  do  it  as  weU 
as  you  can.  Certainly,  if  we  can  go  about  this  now,  we  will  be  able 
to  do  a  much  better  job  from  that  standpoint  than  we  will  be  later 
on,  when  the  number  of  problems  will  be  much  greater. 

Mr.  Field.  My  name  is  Kichard  H.  Field,  general  coimsel.  Office 
of  Price  Administration.  I  would  like  to  make  this  observation: 
Wlien  you  have  selected  a  date  at  some  prior  time,  as  Mr.  Bowles  has 
stated,  an  earlier  freezing  of  rents  would  be  established.  But  even 
with  a  fairly  current  freeze  date  the  act  would  probably  provide 
upward  or  downward  adjustments  to  take  care  of  these  individual 
cases.  If  you  do  have  occasional  cases  where  there  might  already 
have  been  an  exorbitant  increase  that  you  had  not  caught  by  this  freeze, 
this  could  be  handled  by  way  of  individual  application,  by  the  tenant 
for  a  reduction  to  the  level  of  comparable  rents  in  that  type  of  build- 
ing in  that  locality. 

Mr.  Bowles.  I  would  like  to  point  out,  also,  one  other  thing. 

If  you  had  this  thing  confined  to  New  York,  that  would  be  one 
thing,  but  if  you  do  this  even  in  New  York,  you  would  have  to  handle 
all  the  commercial  rents  in  New  York  only,  in  a  very  general  sort  of 
way,  because  you  can  just  pick  out  loft  space,  and  you  can  take  this 
matter  of  retail  outlets  as  a  separate  matter. 

Senator  Buck.  Do  you  mean  by  that  that  you  could  consider  loft 
space  without  any  regard  to  office  building  space?  Suppose  the  bill 
was  written  to  apply  only  to  loft  space?  Do  I  understand  you  cor- 
rectly ? 
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Mr.  Bowles.  Senator,  that  would  take  care  of  your  most  pressing 
problem  now,  but  I  think  the  feeling  we  have  most  definitely  is  that 
the  problem,  the  problem  that  we  really  should  worry  about  will 
come  later  on  and  is  going  to  be  in  connection  with  these  retail  out- 
lets.    This  is  simply  the  first  manifestation  of  that  problem. 

Senator  Buck.  Could  that  not  be  picked  up  in  the  next  bill  ? 

Mr.  Bowles.  You  can  do  so,  Senator  Buck,  but  it  is  easier  to  do  it 
before  it  happens,  and  I  can  assure  you  that  it  is  going  to  happen. 
If  it  is  done  now,  of  course,  it  will  be  a  much  better  plan  than  doing 
it  later  on. 

Senator  Buck.  It  seems  to  me  you  are  anticipating  a  little  bit. 

Mr.  Bowles.  We  are  simply  seeing  the  shadow  cast  in  the  form  of 
this  difficulty  about  loft  space.  That  will  be  nothing  compared  to 
what  we  are  going  to  have  when  it  comes  to  retail  outlets. 

Senator  Buck.  You  are  talking  as  though  you  wanted  to  get  into 
this. 

Mr.  Bowles.  I  do  not  want  to  get  into  it  from  choice,  but  I  want 
to  get  into  it  only  because  we  have  this  problem  there,  and  it  is  some- 
thing that  is  going  to  have  to  be  met.  It  is  going  to  be  one  of  the 
most  serious  problems  in  this  country  otherwise. 

Senator  Buck.  You  do  not  think  it  should  be  limited,  then,  to  loft 
space  ? 

Mr.  Bowles.  I  think  you  will  find  the  retail  problem  will  be  very 
much  greater.  You  have  200,000  of  those  that  were  closed  up  by  rea- 
son of  the  war.  In  spite  of  that  fact,  the  vacancy  in  some  classes 
of  commercial  real  estate  is  lower  than  it  has  ever  been. 

You  will  have  this  great  rush  that  is  going  to  be  begun  to  go  back 
into  the  retail  trade  after  the  German  phase  of  the  war  is  over,  and 
the  pressure  there,  I  think,  will  accumulate  very  rapidly  once  the 
German  phase  of  the  war  is  over,  and  no  one  knows  when  the  German 
war  will  be  over.  If  we  are  prepared  for  it,  certainly  we  will  be  in 
much  better  position  to  handle  it  than  if  we  wait  for  the  flood  to  burst 
upon  us. 

Senator  Butler.  I  see  your  point. 

Mr.  Field.  I  would  like  to  mention  now  that  when  considering 
this  matter  I  think  it  should  be  perfectly  clear  that  any  legislation 
that  comes  about  as  a  result  of  this  should  be  legislation  that  would 
provide  that  when  we  go  into  a  particular  area  we  need  to  regulate 
only  the  particular  type  of  building  where  the  problem  arises.  It 
would  certainly  be  most  unfortunate  and  expensive,  and  cost  a  lot 
of  time  and  effort,  and  would  be  much  less  efficient  if  we  had  to  go 
into  an  are^  on  a  broad  scale  that  would  include  all  of  the  com- 
mercial rentals  in  that  area  when  the  problem  might  be  found  only 
in  a  particular  type  of  building.  In  other  words,  it  should  be  done 
on  an  over-all  basis  only  if  necessary. 

Senator  Buck.  In  other  words,  you  are  going  to  have  to  set  it  up 
to  cover  an  area  in  a  more  or  less  complete  form  ? 

Mr.  Field.  That  is  correct,  I  believe,  under  the  bill  as  introduced. 

Mr.  Bowles.  We  have  to  judge  this  question  not  only  with  regard 
to  the  loft  buildings  now,  but  we  have  to  take  this  question  in  con- 
nection with  the  matter  of  retail  rentals  which  is  ultimately  going 
to  be  the  bigger  problem. 

Senator  Buck.  I  do  not  think  that  there  has  been  any  witness  before 
this  committee  that  has  testified  to  anything  but  loft  rentals. 
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Mr.  Bowles.  I  do  not  think  the  retail  situation  is  bad  now,  but  I 
can  assure  you  that  it  is  going  to  be.  That  is  going  to  be  the  really 
big  problem. 

Mr.  Field.  We  have  already  had  information  here.  Senator  Buck, 
before  this  committee  concerning  certain  very  tight  spots  in  connec- 
tion with  retail  outlets  or  stores,  particularly  restaurants  and  laundries 
on  the  Pacific  coast.     I  think  that  can  be  added  to  rather  substantially. 

In  fact,  Mr.  Carson  can  give  you  that  in  great  detail.  But  there 
has  been  already  a  small  but,  what  is  more  important,  a  regularly 
increasing  and  clearly  indicated  trend  in  the  way  of  requests  for 
price  increases  on  account  of  increasing  rentals  and  increased  rental 
pressure  in  those  lines. 

A  point  that  I  think  is  quite  important  that  we  not  be  forced  to 
follow  the  present  defense  rental  area  lines.  I  would  like  to  suggest 
that  under  the  language  in  the  present  bill,  as  it  is  stated  there,  it 
would  be  doubtful  whether  we  would  have  the  right  to  go  into  an 
area  with  certain  geographical  limits  that  do  not  encompass  a  present 
defense-rental  area. 

For  example,  in  eastern  Massachusetts  we  have  a  defense-rental 
area  extending  from  north  of  Boston  to  Cape  Cod,  which  is  rather 
large  in  size.  It  seems  to  me  that  if  we  had  a  problem  in  a  small 
portion  of  that  area  we  should  be  able  to  carve  out  a  small  portion 
and  confine  ourselves  to  that  and  not  include  all  of  the  others. 
Otherwise,  it  would  probably  increase  the  magnitude  of  our  job 
in  £ome  instances  far  beyond  that  which  it  should  be.  By  doing 
that  it  would  save  a  great  deal  of  time  and  money.  I  think  the 
bill,  as  presently  drafted,  is  vulnerable  from  that  point  of  view. 

Senator  Buck.  Mr.  Chairman,  do  you  hope  to  get  this  amendment 
through  at  this  session  of  Congress? 

The  Chairman.  I  hope  to  do  so;  and  I  am  going  to  ask  the  com- 
mittee to  meet  tomorrow  morning  in  executive  session  to  consider  the 
bill. 

Senator  Buck.  And  will  they  have  hearings  in  the  House,  if  the 
bill  is  passed? 

The  Chairman.  I  think  that  will  be  done.  There  is  a  bill,  I  under- 
stand, presently  before  the  House. 

Senator  Butler.  Identical  with  this  one  ? 

The  Chairman.  I  understand  it  is  very  similar,  if  not  identical. 

Senator  Buck.  Would  that  include  just  applying  it  to  the  area 
^  where  the  hardship  is  said  to  be  ? 

The  Chairman.  Those  things  will  be  worked  out  by  the  committee, 
of  course. 

Mr.  Field.  The  bill  was  introduced  on  Friday  last  in  the  House 
as  I  understand  it.  ' 

Senator  Kadcliffe.  Mr.  Bowles,  I  would  like  to  ask  you  a  ques- 
tion here  which  is  possibly  not  susceptible  of  an  answer  at  this  time 
and  may  not  be  entirely  reasonable  under  the  circumstances,  and  if 
so,  just  say  so.  However,  if  you  feel  you  can  make  any  statement 
in  reply  to  it,  I  would  appreciate  it.  I  realize  that  you  exercise  your 
discretion  now  with  regard  to  residence  rentals  as  to  whether  you 
think  it  is  necessary  to  step  into  a  certain  situation. 

Mr.  Bowles.  That  is  correct.  Senator. 

Senator  Kadcliffe.  I  assume  from  the  comment  you  have  just  made 
that  you  would  intend  to  follow  your  practices  in  the  past,  if  this  bill 
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should  become  a  law,  and  you  would  continue  to  exercise  your  discre- 
tion as  to  whether  or  not  you  would  come  into  a  certain  rental  terri- 
tory or  situation  and  take  any  action  there? 

Mr.  Bowles.  That  is  quite  so. 

Senator  Radcltffe.  Can  you  give  us  any  idea  as  to  what  might  be 
the  factors,  or  controlling  elements  or  element  leading  to  such  a  con- 
clusion on  your  part? 

Mr.  Bowles.  Perhaps  so.    I  will  try. 

Senator  Radcliffe.  Can  you  define  it  by  way  of  percentage  or  in 
some  other  manner  which  might  show  whether  you  would  go  in  or  not? 
For  instance,  we  were  talking  about  New  York.  We  are  told  the  situ- 
ation is  rather  serious  in  certain  localities  and  in  other  localities  we 
will  assume  that  it  is  not.  In  some  localities  you  will  have  many  com- 
plaints and  in  other  localities  you  will  have  a  few  complaints, 
and  in  some  localities  you  will  have  perhaps  ope  or  two.  You 
may  find  that  you  will  have  a  great  many  requests  all  over  the 
United  States  if  this  law  should  l>ecome  effective.  You  will  have  to 
make  some  certain  decision  as  to  whether  you  would  go  in  to  a  certain 
area  or  not.  Can  you  just  even,  in  a  general  way,  give  us  an  idea 
as  to  when  you  would  come  in  or  when  you  would  not  come  in?  I 
realize  the  difficulty  of  this  question,  but  would  you  tell  us  to  the  best 
of  your  ability? 

Mr.  Bowles.  I  should  think  one  of  the  most  important  factors 
would  be  the  extent  to  which  rent  increases  and  price  are  related, 
that  is,  the  extent  to  which  rent  increases  the  price  and  puts  a  pro- 
portionately greater  pressure  on  our  price  ceilings.  When  there  are 
threats  that  rents  are  pushing  on  a  price  ceiling  and  pushing  the  prices 
upward,  that  would  be  a  rather  compelling  thing,  to  my  mind,  for 
consideration.  Of  course,  that  would  depend  on  the  extent  to  which 
it  would  affect  the  margin,  both  the  retail  and  wholesale  business 
mark-up  or  margin,  to  the  point  where  it  would  affect  the  level  of 
prices  as  we  have  tried  to  establish  them.  That  would  certainly 
be  one  of  the  factors,  and  a  rather  important  factor. 

Then  you  have  the  human  factor,  the  corner  druggist  or  drug  store 
who  has  been  on  that  corner  for  30  years.  He  has  gained  a  consider- 
able knowledge  of  the  people  around  there.  He  knows  all  the  chil- 
dren in  the  neighborhood.  They  all  come  in  there  for  their  ice-cream 
sodas.     He  fills  their  prescriptions.     He  knows  all  of  their  ills. 

Now,  someone  comes  along  and  doubles  his  rent.  In  that  case  it 
probably  would  not  raise  the  price  level,  because  there  will  be  other  . 
places  in  the  neighborhood  where  those  same  goods  can  be  pur- 
chased. Nevertheless,  and  at  the  same  time,  there  is  the  human 
problem  there  which  can  be  met  and  should  be  met.  We  would  give 
that  considerable  consideration.  There  you  would  want  to  con- 
sider just  what  the  factors  were,  and  how  they  were  affecting  this 
man. 

I  think  we  would  have  to  give  consideration  to  those  two  ele- 
ments I  have  mentioned.  If  the  rent  is  increased  to  the  point  where 
it  would  be  quite  a  threat  to  this  ability  to  stay  in  business,  we  would 
feel  probably  that  we  should  step  in  and  give  consideration  to  the 
factors  involved,  because  we  should  not  have  to  limit  ourselves  solely 
to  the  matter  of  the  effect  on  our  price  ceilings,  but  should  take  con- 
sideration of  the  human  element  there. 
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We  would  not  want  to  go  in  each  and  every  area  and  examine  all 
of  the  rents,  because  that  would  be  a  waste  of  money,  time,  and 
manpower. 

We  have  some  figures  here  that  I  would  like  to  present  to  you 
through  Mr.  Carson.  They  have  been  collected  throughout  the 
country,  not  as  fully  as  we  would  like  to  have  them  because  we  did 
not  have  the  time  nor  the  manpower  to  give  it  in  as  great  detail  as 
perhaps  we  would  have  liked  have  done,  but  I  think  they  will  be 
rather  informative  of  the  situation  throughout  the  country. 

Perhaps  Mr.  Carson,  you  would  like  to  give  an  outline  as  to  how 
you  found  the  situation  in  the  various  areas  throughout  the  country 
from  which  we  have  had  reports.  I  understand  these  were  gotten 
just  over  the  week,  and  of  course,  they  are  rather  brief,  for  that 
reason. 

STATEMENT  OF  IVAN  D.  CARSON,  DEPUTY  ADMINISTRATOR  FOR 
RENT,  OFFICE  OF  PRICE  ADMINISTRATION,  WASHINGTON, 
D.  C. 

Mr.  Carson.  In  the  matter  of  housing  rentals  we  are  more  fortu- 
nate. Senator,  because  we  are  able,  through  the  Bureau  of  Labor 
Statistics  to  trace  the  rent  level  back  to  a  base  date  such  as  March 
1942,  or  January  1942. 

We  are  able  to  review  in  a  general  way  the  movement  of  rents 
since  that  date.  That  has  been  of  considerable  advantage  in  giving 
consideration  to  the  over-all  picture. 

We  are  also  able  to  determine,  and  we  have  taken  into  considera- 
tion the  percentages  of  units  that  have  shown  rent  increases  since 
January  1942,  and  the  extent  of  the  increases  both  percentagewise 
and  dollarwise  as  compared  to  the  average  rent  prior  to  the  date  of 
the  survey. 

And  we  are  able  to  consider  the  over-all  increase  in  the  rent 
ceiling  as  compared  with  the  base  date. 

In  the  commercial  field,  as  I  mentioned  a  moment  ago,  we  have 
been  working  out  a  survey  approach  to  this  problem. 

I  should  think  one  of  the  things  we  would  want  to  look  at  in  the 
retail  field  would  be  to  determine  whether  or  not,  in  general,  there 
was  a  significant  percentage  of  the  rent  increases  in  comparison 
with  rents  normally  established  in  that  area. 

Of  course,  it  is  very  difficult  to  be  definite  about  these  things. 
Senator  Radcliffe.  I  know  you  cannot  be  at  all  definite,  and  I 
realize  the  question  is  very  difficult  to  answer,  but  I  want  to  get  you 
to  try  to  answer  it  if  you  can,  as  to  what  you  would  consider  to  be  a 
sufficient  percentage  to  cause  you  to  go  into  a  certain  territory. 

If  one  had,  for  instance,  only  one  complaint  in  a  city  that  would 
not  be  sufficient.  But  there  is  somewhere  between  one  complaint  on 
the  one  hand  and  100  percent  complaints  on  the  other  hand  where 
you  would  step  in.  Is  there  any  way  to  visualize  that  at  all?  I 
know  it  is  hard  to  get  at,  but  it  would  be  highly  helpful  to  the  com- 
mittee, at  least  it  would  be  to  me,  if  I  could  in  some  way  form  some 
impression  in  my  mind  as  to  what  level  or  what  percentage  or  what 
degree  or  what  proportion  of  properties  affected  would  lead  to  such 
a  conclusion. 
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Mr.  Carson.  You  mean,  in  the  commercial  field? 

Senator .Radcliffe.  Yes;  I  had  the  commercial  field  in  mind.  That 
is  what  we  are  discussing  now,  but  I  am  asking  you  that  question  in 
any  way  you  can  answer  it. 

Mr.  Carson.  You  cannot  take  complaints  alone.  I  am  sure  you  will 
have  to  consider  conditions  in  the  area  itself  in  connection  with  such 
complaints  as  have  been  received. 

Senator  Radcliffe.  Yes. 

Mr.  Carson.  Ten  percent  in  a  small  town  is  one  thing;  in  New 
York  City  it  would  be  another  thing,  Senator. 

Senator  Radcliffe.  I  can  realize  that  quite  readily. 

Mr.  Carson.  I  believe  one  of  the  important  factors  in  this  thing, 
certainly,  in  the  Rent  Department,  one  thing  that  would  be  and  could 
be  extremely  important  would  be  to  keep  in  close  touch  with  the 
Price  Department  both  with  respect  to  the  hard-goods  industry, 
durable  goods,  and  allied  lines.  I  think  one  of  the  very  important 
factors,  also,  would  be  whether  or  not  the  Price  Department  was 
getting  pressure  from  this  particular  locality  for  increases  in  price. 

Now,  I  do  not  want  to  appear  to  dodge  your  question,  but  I  do  not 
know  exactly  what  percentage  of  retail  stores  we  would  consider  as 
significant  in  the  city  of  New  York,  for  instance. 

Senator  R aikliffe.  I  did  not  mean  to  suggest  any  actual  percentage. 
I  realize  that  there  are  other  factors  besidesthe  question  of  percentage 
that  you  would  have  to  reckon  with.  I  think,  if  you  can  give  me  some 
sort  of  general  impression,  whether  or  not  it  is  1  percent  or  20  {percent 
or  30  percent  or  40  percent  or  one-third,  or  one-fourth,  or  one-tenth,  or 
if  you  can  make  any  suggestion,  bearing  in  mind,  as  you  said  a  while 
ago,  that  there  are  different  factors  to  be  considered,  just  how  you 
would  feel  about  that. 

Mr.  Carson.  My  attention  has  just  been  called  to  a  very  important 
criteria,  and  that  would  be  vacancy  ratio.  In  the  field  of  dwellings  that 
would  he  of  the  highest  importance,  obviously. 

In  the  commercial  field  the  vacancy  ratio  or  vacancy  condition  would 
have  significance,  varying  significance  in  different  types  of  locations. 

For  example,  you  might  have  a  rather  large  number  of  vacant  stores 
in  outlying  locations  in  a  city,  but  downtown  merchants  who  are  tra- 
ditionally set  up  and  fitted  for  that  location  only,  would  be  unable  to 
avail  themselves  of  such  space.  In  such  an  instance  you  might  have  a 
gi-eat  deal  of  space  available,  but,  due  to  the  location,  it  would  be  of  no 
significance.  That  would  be  something  which  would  have  to  be  taken 
into  consideration. 

Senator  Radcijffe.  In  many  cases,  if  the  corner  groceryman  has  to 
move,  it  is  rather  serious  a  thing  for  him,  but  in  many  cases,  especially 
loft  space,  in  moving  from  one  neighborhood  to  another,  there  might 
be  pressure  in  one  section  and  not  in  another. 

Mr.  Field.  May  I  make  a  suggestion  on  that.  Senator  Radcliffe,  on 
both  loft  space  and  retail  establishments  sometimes  it  is  difficult  to 
move,  and  the  difficulty  of  moving  is  much  greater  now  than  in  normal 
times,  by  reason  of  War  Production  Board  restrictions  on  the  amount 
of  renovation  that  can  be  done.    That  certainly  would  be  a  factor. 

Senator  Radcliffe.  Yes ;  that  would  be  a  factor. 

Mr.  Field.  That  is  important.  In  fact,  that  is  very  important.  For 
example,  Mr.  Lurie  testified  the  other  day,  in  speaking  particularly  of 
the  New  Bedford,  Mass.,  situation,  that  there  was  still  a  lot  of  vacant 
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loft  space  in  New  Bedford,  but  that  his  people  were  faced  with  either 
that  very  heavy  amount  of  expense  in  moving  or  in  some  cases  the 
impossibility,  by  reason  of  inability  to  get  necessary  autliorization 
from  the  War  "Prcxluction  Board  to  make  the  alterations  necessary 
in  order  to  accomplish  such  a  change. 

Senator  Radcliffe.  That  certainly  would  be  a  factor  whicli  would 
be  greater  than  some  of  these  others. 

Mr.  Bowles.  There  is  one  point  we  have  to  remember  in  anything 
you  do  here,  commercial  rent  control  for  the  landlord  and  real-estate 
owner  who  has  no  intention  of  changing  his  rent,  who  docs  not  want 
to  increase  it  or  change  it,  has  no  red  tape  or  any  problem  according 
to  tlie  plan  that  we  would  operate  on  as  presently  conceived,  he  would 
ha\e  nothing  to  do  except  to  go  ahead  as  he  would  have  otherwise. 

It  is  only  if  he  wants  to  boost  his  rents  up,  or  rent  to  a  new  jjerson. 
In  that  case  the  new  person  would  not  know  what  the  old  rent  was 
and  the  terms.    We  would  probably  want  to  b^.  in  on  that. 

On  your  regular  dwelling  rental,  we  are  in  on  that  in  every  single 
case,  because  we  have  them  file  and  register,  because  the  turnover  is 
much  faster,  and  they  had  no  way  whatever  of  knowing  what  went 
on  before. 

Senator  Radcliffe,  Do  you  mean,  taking  Baltimore,  for  instance, 
assuming  that  Baltim.ore  has  no  difficulties  of  that  kind.  I  do  not 
know  whether  you  have  any  complaints  or  not,  but  for  the  sake  of 
discussion  I  will  assume  that  Baltimore  has  no  such  problem. 

Would  that  mean,  according  to  what  you  have  said,  if  this  law  be- 
comes operative  you  would  not — unless  you  became  convinced  later 
on  that  there  was  a  problem  there — you  would  not  take  any  action 
there  at  all? 

Mr.  Bowles.  Absolutely;  I  would  say  that  the  vast  majority  of 
places  you  would  never  have  to  do  anything  at  all. 

Senator  Butltr.  In  some  instances  it  nviy  represent  space  that  is 
more  or  less  the  only  space  they  have  there,  the  armed  forces  having 
taken  all  the  rest  of  it,  such  as  in  Omaha  ? 

Mr.  Bowles.  That  is  a  situation  in  which  we  could  probably  do 
something.  That  would  be  a  proper  thing  if  the  space  were  so  tight 
that  they  could  not  get  anything  else,  or  had  to  move  at  great  expense. 

Senator  Butler.  We  have  been  trying  for  some  months  past  to 
alleviate  that  situation.  It  is  not  because  of  lack  of  space.  It  is 
simply  a  question  of  whether  or  not  people  who  have  had  this  ma- 
chinery installed  have  to  make  a  very  expensive  move.  The  point 
you  make  I  think  is  well  taken,  the  move  is  far  greater  an  item  than 
the  rental. 

In  that  connection  I  would  like  to  go  back  to  the  basic  problem  and 
the  purpose  of  this  bill  that  is  founded  upon  it,  in  the  first  place, 
which  is  to  prevent  inflation. 

How  much  inflation  are  you  preventing  by  taking  over  control  of 
lofts  or  commercial  rent  ? 

Mr.  Bowles.  Senator,  that  will  vary.  It  will  depend  on  how  far 
it  goes.  It  will  depend  upon  its  ratio  to  the  amount  of  business  done 
by  the  firm.  Very  many  times  it  is  a  very  small  and  limited  amount 
before  they  will  be  compelled  to  raise  their  prices.  In  other  cases 
there  is  a  considerable  leeway  there. 
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In  some  cases  the  costs  go  up,  and  if  they  go  up  some  more  and 
some  more,  they  may  have  a  margin  which  can  take  it,  but  finally  they 
will  not  have  a  margin  Avithin  which  they  can  absorb  it,  of  course. 

Senator  Butler.  The  testimony  here  so  far  has  indicated  that  the 
cost  of  rentals  to  these  people  who  live  in  New  York  is  a  very  small 
percentage  of  their  gross. 

Mr.  Bowles.  The  average  is  something  like  6  cents  on  the  dollar,  it 
goes  from  10  cents  to  3  cents. 

Senator  Butler.  I  think  they  testified  around  1  percent. 

Mr.  Bowles.  One  percent?  I  was  thinking  of  the  retail  figures. 
Perhaps  that  would  not  apply  to  that  problem  you  had  in  mind. 

Senator  Butler.  The  figures  in  some  cases  show  30  percent,  in  some 
cases  100  percent.  But  the  average  was  around  40  |>ercent.  If  you 
increase  the  rental  of  the  loft  space,  even  if  you  doubled  it,  what 
effect  is  it  going  to  have  on  the  program  to  prevent  inflation? 

Mr.  Bowles.  At  some  point  when  it  comes  right  out  of  the  profit 
margin  of  the  firm  it  is  going  to  increase  the  price.  At  some  point 
that  will  happen.  It  depends  on  what  their  margin  is  and  what 
their  cushions  are. 

Senator  Butler.  It  seems  impossible  that  it  could  be  so  low  and  not 
be  allowed  to  fluctuate  1  percent  or  2  percent,  because  I  cannot  con- 
ceive of  any  business  in  the  world  that  has  a  margin  that  close, 
because  they  would  not  be  able  to  live  if  they  were  doing  business 
on  that  close  a  margin. 

Mr.  Bowies.  I  have  heard  of  cases  where  it  was  greater  than  that. 
I  have  not  heard  of  any  cases  that  low.  There  may  be  some  where 
the  garment  makers  have  asked  for  price  increases  based  on  rentals. 

I  can  only  say  that  we  are  determined  to  control  clothing  prices, 
and  in  doing  that,  we  are  probably  going  to  have  some  pressure. 

Senator  Butler.  Clothing  has  gone  up  a  great  deal.  I  do  not  know 
what  the  official  figures  ai^,  but  I  know  that  it  has  about  doubled  in 
price,  as  I  recall  it. 

Mr.  Bowles.  The  official  percentage  since  the  outbreak  of  the  war 
shows  an  increase  of  41  percent.  The  last  18  montlis  it  has  risen  11 
percent,  but  you  have  had  a  further  deterioration  of  quality  on  top 
of  that. 

That  is  the  trend  that  we  have  been  able  to  counteract  because  our 
retail  food  prices  are  down,  but  it  is  ])lain  that  we  have  got  to  stop 
the  trend  upward  in  clothing  prices.     That  nuist  be  stopped. 

Senator  I3utler.  So  the  national  over-all  situation  is  not  at  all 
serious? 

Mr.  Bowles.  No;  because  there  has  been  a  very  good  job  done  on 
that. 

Senator  Butler.  You  have  certainly  done  veiT  well. 

Mr.  Bowles.  It  has  been  the  result  of  some  pretty  hard  work,  what- 
ever the  result  has  been.  What  we  are  going  to  do,  we  are  going  to 
have  to  move  in  the  garment  trades  and  take  a  firm  ])osition.  When 
we  do  that,  I  am  sure  we  are  going  to  hear  something  said  about  rents. 

Mr.  Carsox.  Yes ;  that  is  correct. 

Senator  Butler.  I  would  like,  Mr.  Chairman,  if  Mr.  Bowles  doe& 
not  do  it  today,  if  he  could  do  it  next  week 

The  Chairman  (interposing).  If  I  may  interrupt,  we  are  going  to 
finish  today,  and  we  are  going  to  have  an  executive  meeting  of  the 
committee  tomorrow. 
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Senator  Butler.  I  would  like  to  have  him  give  us  a  letter  to  show, 
if  he  can,  what  the  effect  of  the  advance,  proposed  advance  of  rental 
even  in  the  most  radical  changes  with  reference  to  loft  space  will  have 
on  the  picture  of  inflation. 

Mr.  Bowles.  That  is  a  very  good  question.     I  can  do  that  for  you. 

Senator  Butler.  It  is  perfectly  easy  for  me  to  see  what  effect  the 
rental  would  have  for  a  man  who  is  running  a  home,  but  his  rental 
for  office  work  or  space,  or  any  other  connnercial  rental,  and  par- 
ticularly the  rent  for  loft  space,  I  want  to  find  out  if  that  is  a  very 
big  percentage  of  the  total  income. 

Mr.  Bowles.  That  is  a  very  good  question,  and  I  will  be  glad  to 
get  you  an  answer  to  it,  to  the  l)est  of  my  ability. 

Senator  Butler.  An  increase  of  even  100  percent  in  rental,  I  do 
not  think  could  affect  the  price  of  a  shirt  or  a  hat  or  a  piece  of  cloth 
a  fraction  of  1  percent. 

Mr.  Bowles.  I  think  that  is  a  very  good  question.  I  will  have  the 
Price  Department  make  a  study,  and  make  a  little  case  history  of  it,  as 
to  what  effect  some  of  these  increases  in  rental  would  have  on  in- 
flation, if  any.     It  is  a  very  good  point. 

The  Chairman.  Is  there  anything  else  ? 

Senator  Radcliffe.  Mr.  Carson  was  going  to  give  us  some  data  in 
the  nature  of  a  survey.  We  have  interrupted  him  several  times.  I 
would  like  to  hear  that. 

The  Chairman.  Proceed,  Mr.  Carson. 

Mr.  Carson.  I  would  Jike,  with  the  chairman's  permission,  to  have 
this  ty[)ed  out,  as  I  do  not  have  it  in  final  form  now,  because  I  had  to 
do  this  over  the  week-end.  I  could  insert  it  in  the  record  later  on, 
if  I  may,  or  I  can  just  make  an  oral  presentation  now. 

Senator  Eadcliffe.  Let  us  hear  it  now.  I  would  like  to  hear  about 
it. 

Mr.  Carson.  Very  well.  This  is  a  report  from  various  field  offices  as 
to  complaints  that  they  have  received  about  commercial  rents.  I  have 
set  these  up  by  regions,  and  I  will  discuss  them  in  that  manner. 

Region  No.  1  is  the  New  England  region,  and  it  embraces  the  States 
of  Connecticut,  Maine,  Massachusetts,  New  Hampshire,  Rhode  Island, 
and  Vermont. 

Complaints  of  increases  in  rents  for  shops  and  stores  have  been  re- 
ceived by  our  area  offices  in  region  1  in  Bath,  Portland,  and  Bangor, 
Maine;  Providence,  R.  I.;  Burlington,  and  Springfield,  Vt. ;  and  in 
New  Hampshire  general  rises  are  reported  in  retail  stores,  women's 
apparel  shops,  beauty  parlors,  and  cafes. 

Most  offices  in  the  region  report  rises  in  garage  rents.  That  is 
something  a  little  unusual,  but  I  am  calling  it  to  your  attention. 

In  Bangor  and  Portland,  Maine,  increases  in  office  space  are  also 
reported. 

In  Bath  and  Portland,  Maine,  and  Providence,  R.  I.,  the  increases 
in  rents  asked  for  stores  and  shops  are  reported  to  average  from  75 
percent  to  100  percent,  and  in  Burlington  and  Springfield,  Vt.,  in- 
creases of  oO  percent  are  reported  in  several  retail  stores. 

In  New  Bedford,  Mass.,  increases  are  reported  in  manufacturing 
space  ranging  from  40  percent  to  325  percent.  Mr.  Lurie  testified 
before  this  committee  as  to  certain  of  these  cases. 


258 


RENT  CONTROL  FOR  BUSINESS  ACCOMMODATIONS 


i 
I 


In  Boston  complaints  have  been  received  as  to  rent  increases  for 
small  manufacturing  and  loft  space,  garages,  and  warehouse  space. 
This  situa^on  is  reported  to  be  getting  quite  serious  in  Boston. 

The  New  Haven  Eegister,  in  New  Haven,  Conn.,  has  made  a  sur- 
vey of  100  stores,  and  while  the  results  have  not  been  available 
to  our  regional  office,  we  understand  that  it  shows  increases  in  all 
cases,  many  being  as  high  as  100  percent. 

That  is  the  general  picture  with  respect  to  New  England,  par- 
ticularly outside  of  Boston,  which  has  to  do  principally  with  service 
establishments  and  retail  stores. 

Kegion  No.  2.  Region  2,  with  headquarters  in  New  York  City, 
includes  the  States  of  Delaware,  Maryland,  New  Jersey,  New  York, 
and  Pennsylvania. 

A  great  deal  of  testimony  has  been  presented  to  this  committee 
regarding  the  situation  in  New  York  City.  I  might  say  that  we  have 
been  advised  by  our  New  York  region  that  they  have  received  con- 
siderable complaints  with  respect  to  New  York  City.  We  have  also 
received  some  complaints  from  Newark,  N.  J.  In  Baltimore  the  situa- 
tion has  not  appeared  to  have  been  or  to  be  as  critical. 

There  are  some  complaints  as  to  light  manufacturing  space  and 
chain  stores  and  retail  establishments  in  Philadelphia. 

We  have  also  reports  from  Rochester  and  Buffalo  concerning  the 
situation  there. 

Senator  Radcliffe.  You  do  not  know  what  those  increases  are,  of 
course,  and  I  imagine  in  a  very  considerable  number  of  cases  these 
increases  mean  no  more  than  an  increase  representing  the  increased 
cost  of  operation  of  the  buildings.  » 

Mr.  Carson.  That  may  or  may  not  be. 

And  also  in  these  rentals  there  may  be  long  leases  and  they  may 
or  nitiy  not  ho  in  line  Avith  a  more  or  less  proper  relationship  between 
gross  sales  and  the  rent  of  the  proi^erty. 

The  only  thing  we  are  able  to  do  is  to  get  an  impression  as  to  what 
the  potentialities  of  the  problem  are.  These  reports  do  show  that  the 
complaints  are  accelerating  rather  than  being  on  a  downward  trend. 
I  think  that  is  the  principal  value  of  these  reports.  I  do  not  want 
to  give  the  committee  the  impression  that  we  are  trying  to  overplay 
the  situation.     This  is  simply  a  factual  report. 

Senator  Radcliffe.  I  suppose  if  this  law  is  passed  that  is  in  con- 
templation, a  large  percentage  of  those  whose  rents  have  been  in- 
creased would  make  complaint  to  you,  and  that  would  be  an  additional 
reason  for  making  it. 

I  am  wondering  if  you  would  not  be  faced  with  a  situation  of  hav- 
ing a  considerable  number  of  complaints  from  most  of  the  territory, 
and  if  you  would  not  be  more  or  less  forced  into  a  general  survey  of 
the  thing,  which  I  assume  is  a  thing  you  would  not  want. 

Mr.  Carson.  Of  course,  we  will  have  to  go  behind  these  different 
complaints  as  we  do  in  the  housing  field  now,  and  see  what  the  basis  is. 

Senator  Radcliffe.  You  can  go  behind  the  housing  situation  much 
more  readily  than  you  can  behind  the  commercial  rents.  Going  be- 
hind the  figures  there  involves  a  very  involved  and  complex  number 
of  figures  that  would  not  be  involved  in  the  case  of  housing. 

Mr.  Carson.  The  problem  would  be  possibly  more  difficult,  but  we 
are  developing,  with  the  Bureau  of  Labor  Statistics,  an  approach  to 
that  which  I  hope  will  be  quite  adequate  to  take  care  of  the  situation. 
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The  Chairman.  If  the  crisis  exists,  do  you  think  that  the  fact  that 
it  is  difficult  is  an  excuse  for  not  doing  it  ? 

Mr.  Carson.  I  would  not  think  so.  As  far  as  being  in  charge  of 
rents  and  the  rent  department,  we  would  have  difficulties,  as  I  have 
just  indicated,  but  I  do  not  think  that  is  the  controlling  factor. 

Senator  Radcliffe.  I  think  we  will  all  agree  on  that,  Mr.  Chairman. 

The  Chairman.  Have  you  had  any  mention  of  difficulties  in  the 
District  of  Columbia  ?     Is  there  any  difficulty  here  ? 

Mr.  Carson.  We  have  not  gone  into  the  District  of  Columbia.  We 
have  not  received  any  complaints  from  the  District,  because  as  you 
know,  they  operate  under  a  different  law. 

Mr.  Bowles.  I  believe  that,  under  the  laws  that  have  been  estab- 
lished, that  is  handled  in  a  different  direction. 

Mr.  Carson.  The  understanding  I  have  is  that  the  amount  of  va- 
cancy in  office  space  is  less  than  one-half  of  1  percent.  In  fact,  here 
in  Washington,  D.  C,  it  is  less  than  in  any  other  city  in  the  country. 
In  other  words,  we  have  the  very  tightest  situation  in  office  space 
here  in  the  District  of  Columbia. 

The  Chairman.  I  would  like  to  spread  on  the  record  a  letter  from 
the  Federation  of  Business  Men's  Associations,  Inc.,  Wasliington, 
D.  C,  which  apparently  also  favors  that  legislation,  in  addition  to 
presenting  the  matter  there,  which  is  in  line  with  some  of  the  diffi- 
culties which  have  been  complained  about  here.  In  that  letter  Mr.  J. 
Nelson  Andprson,  general  counsel,  Federation  of  Business  Men's 
Associations,  in  the  District  of  Columbia,  indicates : 

As  general  counsGl  of  the  Federation  of  Business  Men's  Associations  of  the 
District  of  Columl)ia,  I  wish  to  advise  that  the  federation,  in  regular  meeting 
assembled,  Friday,  November  17,  1944,  endorses  the  enactment  by  the  Congress 
of  the  United  States  of  legislation  for  the  control  of  commercial  or  business 
rents  in  the  District  of  Columbia  which  would  be  comparable  to  the  provisions 
of  the  District  of  Columbia  Emergency  Rent  Act  relating  to  housing  accom- 
modations (Public  Law  S27,  77th  Cong.,  ch.  553,  1st  sess.). 

The  federation  believes  that  such  a  similar  law  is  not  only  necessary  to  prevent 
further  speculative,  unwarranted,  and  abnormal  increases  in  rents,  but  that  it 
will  be  fair  and  equitable  since  it  would  afford,  in  the  individual  case,  an  oppor- 
tunity for  adjustment  by  a  duly  constituted  authority  where  the  maximum-rent 
ceiling  is,  due  to  peculiar  circumstances  affecting  such  business  accommodations, 
substantially  higher  or  lower  than  the  rent  generally  prevailing  for  comparable 
business  accommodations.  By  such  a  method,  the  tenant  will  be  assured  of 
protection  from  exorbitant  and  excessive  increases  in  rent  and  the  landlord 
will  receive  a  fair  return  on  his  investment,  with  due  regard  being  given  to 
increased  costs  of  operation. 

It  is  my  understanding  that  the  Emergency  Price  Control  Act  of  1942  (Public 
Law  421,  77th  Cong.,  ch.  26,  2d  sess.,  approved  January  30,  1942)  was  applicable 
to  the  ^District  of  Columbia,  as  well  as  the  United  States,  its  Territories  and 
possessions,  but  that  it  was  not  applied  to  the  District  of  Columbia  with  ref- 
erence to  housing  accommodations,  since  the  same  were  at  the  time  and  have 
been  ever  since  regulated  under  the  rent  act  referred  to  above,  which  act  was 
approved  and  became  law  December  2,  1941. 

Eoactment  in  its  present  form  of  S.  2176,  a  bill  to  amend  the  Emergency  Price 
Control  Act  of  1942,  as  amended,  with  respect  to  the  control  of  rents  for  business 
accommodations,  would  equally  be  applicable  to  the  District  of  Columbia,  and 
the  Price  Administrator  would  thereby  be  vested  with  authority  to  establish 
such  control  of  rents  for  business  accommodations  as  in  his  judgment  may  be 
fair  and  equitable.  The  Federation  of  Business  Men's  Associations  of  the  Dis- 
trict of  Columbia  is  in  favor  of  the  enactment  of  S.  2176,  provided  provision 
is  made  for  the  adjustment  of  rent  in  the  individual  case  by  a  duly  constituted 
authority  as  referred  to  above  and  as  permitted  under  the  District  of  Columbia 
Emergency  Rent  Act. 
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The  need  for  such  h»gislation  is  not  of  recent  origin.  By  reason  of  instances 
of  abnonual  increases  of  business  rents  brought  to  its  attention,  the  Federation, 
in  regular  meeting  assenibled,  April  ;16,  1943,  approximately  20  months  agOy 
endoi*sed  the  principle  <>f  regulating  business  rents  and  the  Congress  was  urged 
at  that  time  to  enact  legislation  to  that  end. 

For  the  information  of  the  committee,  the  Federation  of  Business  Men's  Asso- 
ciations of  the  District  of  Columbia  is  comix)sed  of  23  member  associations  repre- 
senting api)roximately  3,r)(.M)  business  men  and  women  in  said  District.  The 
constituent  member  asstK'iations  include:  American  Business  Association,  Inc.; 
Bennings  Business  Men's  Ass<xMation ;  Brookland-Woodridge  Business  Associa- 
tion ;  Central  Business  Association ;  Chevy  Chase  Business  Association ;  Cleveland 
Park  Business  Men's  Association,  Inc. ;  Columbia  Heights  Business  Men's  Associa- 
tion :  (^mnecticut  Avenue  Business  Men's  Asstuiation ;  District  of  Columbia  Fu- 
neral Directors  Association;  District  of  Columbia  Liquor  Dealers  Association; 
District  of  Columbia  Petroleum  Industry's  Committee;  Electrical  Contractors 
Association ;  Georgetown  Business  Men's  Asswiation ;  Independent  Food  Distrib- 
utors; Maryland  and  Virginia  -Milk  Producers  Association;  Master  Plumbers 
Association,  Inc. ;  New  Center  Market  Dealers  Association  ;  Northeast  Business 
Men's  Association ;  Northern  Seventh  Street  Business  Men's  Association ;  Park 
View  Business  Men's  Association ;  Southeast  Business  Men's  Association ;  Wash- 
ington Hairdressers  and  Cosmetologist  Association  ;  and  Washington  Restaurant 
Association. 

It  is  requested  that  this  comnmnication  be  made  a  part  of  the  record  of  the 
hearing  on  bill  S.  2176  and  that  favorable  consideration  be  accorded  the  sugges- 
tions therein  set  forth. 

Mr.  Bowles.  I  think  that  is  a  rather  important  point  of  course.  We 
have  read  in  tlie  papers,  also,  of  certain  cases,  and  we  have  heard  of 
certain  situations  in  the  District  of  Cohimbia  which  should  be  given 
handling. 

The  Chairman.  That  is  not  sufficient  for  you  to  take  action  upon? 

Mr.  Carson.  Would  that  not  probably  come  before  the  District  Com- 
mittee and  the  Congress,  Senator? 

The  Chairman.  tJnless  that  is  part  of  the  general  picture. 

Mr.  Bowles.  We  have  not  gone  into  that  situation,  have  we? 

Mr.  Carson.  No. 

The  Chairman.  I  want  to  keep  the  situation  clear.    Proceed. 

Mr.  Carson.  A  great  deal  of  testimony  has  been  presented  to  this 
committee  regarding  the  situation  in  New  York  City.  Our  New  York 
regional  office  informs  us  and  confirms  that  of  the  types  of  commercial 
space  affected  in  the  majority  of  cases  involved  loft  buildings.  A  con- 
siderable number  of  complaints  have  to  do  with  stores  and  service 
establishments. 

Apparently,  on  the  basis  of  complaints  received,  office  space  has  been 
least  affected  by  rent  increases,  although  that  is  a  factor. 

The  acting  regional  price  executive  has  reported  applications  for 
price  increases  from  approximately  6  garages,  15  bowling  alleys,  and 
1  storage  company.  In  some  instances  it  is  reported  that  garage  rents 
have  been  doubled  and  tripled;  the  rental  increases  on  the  bowling 
alleys  average  15  percent,  and  the  storage  company's  present  rental  is 
$575  a  month,  whereas  the  new  lease  provides  for  a  graduated  rental 
on  a  5-year  period  resulting  in  an  average  of  $387  a  month.  Numer- 
ous complaints  are  repoi-ted  from  all  service  trades,  particularly  shoe- 
repair  shops  and  dry-cleaning  establishments,  indicating  widespread 
rent  increases  among  service  establishments.  Several  inquiries  from 
linen-supply  companies  indicate  rent  increases.  It  is  reported  that 
one  company's  rent  was  increased  from  $7,000  to  $20,000.  The  price 
department  in  the  New  York  region  expects  to  receive  many  more 
applications  for  price  adjustment  because  of  rent  increases  as  more 
leases  expire  and  renewals  have  to  be  negotiated. 
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In  re*^ion  3,  the  regional  office  is  located  in  Cleveland,  Ohio,  and 
includes  the  States  of  Indiana,  Kentucky,  Michigan,  Ohio,  and  West 

Virginia.  .  ,.     ^  ,      i       rw  ■ 

The  area  rent  directors  of  Cleveland,  Indianapolis,  Columbus,  Ohio; 
Detroit,  Mich.;  Charleston,  W.  Va.;  Grand  Rapids,  Mich.;  Cincin- 
nati and  Toledo,  Ohio,  report  receiving  complaints  on  commercial 

rents. 

The  reports,  however,  do  not  indicate  a  great  volume  of  complaints 

or  widespread  difficulty.  .     ,,.  ,  ,  •   .    i 

In  Indianapolis,  Ind.,  and  Grand  Rapids,  Mich.,  complaints  have 
been  received  of  rent  increases  in  underlying  leases,  particularly  on 

hotels.  „         , 

Th  complaints  received  by  our  Columbus,  Ohio,  office  relate  pri- 
marily to  drug  stores  and  beauty  parlors  operating  in  residential  dis- 
tricts, and  in  Cincinnati,  Ohio,  some  complaints  have  been  received 
regarding  retail  stores.  . 

From  Toledo,  Ohio,  it  is  reported  that  complaints  from  restaurants, 
barber  shops,  and  beauty  parlors  predominate. 

Our  Cleveland  office  reports  that  recently  complaints  have  been 
received  regarding  rents  for  gasoline  stations.  It  seems  that  these 
leases  are  based  on  the  gallonage  sold.  Because  of  rationing  tlie  vol- 
ume has  dropped,  and  as  leases  expire  the  operators  are  retusing  to 
renew  unless  the  volume  is  up  to  prerationing  basis.  Our  Detroit 
office  has  reported  complaints  affecting  retail  stores  and  loft  space. 

Referring  for  a  moment  to  the  situation  in  Cleveland,  it  is  obvious 
that  that  is  going  to  encourage  a  black-market  situation  there  unless 
something  is  done  about  that.  In  other  words,  they  may  have  to  go 
into  the  black  market  so  that  they  can  keep  up  the  gallonage  in  order 

to  hold  the  business.  •     -r.  ^     -4-      t. 

The  Chairman.  You  spoke  something  of  loft  space  in  Detroit,    is 

loft  space  congested  in  Detroit?  .      1         .t,  * 

Mr.  Carson.  Apparently  there  is,  from  what  we  receive  from  tliat 

oince 

The  Atlanta,  Ga.,  office  reports,  and  I  might  say  that  this  refers  to 
the  rexrion  No.  4,  comprising  the  States  of  Alabama,  Florida,  Georgia, 
Mississippi,    North    Carolina,    South    Carolina,    Tennessee,    and 

Virginia.  .  .       ^  ,     « 

The  Atlanta,  Ga.,  office  reports  some  increases  in  store  and  oflice 

Complaints  have  been  received  by  our  Nashville,  Tenn.,  and  Bir- 
mingham, Ala.,  offices.  ,.,,11-  1      J 

Our  Miami,  Fla.,  district  office  advises  that  the  local  price  panel  and 
the  field  office  are  aware  of  50  or  more  leases  where  increa^d  rent  re- 
sulted in  violations  by  restaurants.         ;  ,  *      , 

The  Birmingham,  Ala.,  office  reports  that  eight  laundries  show  rent 
increases  averaging  $93  a  month,  and  ranging  from  25  to  200  percent. 

The  Atlanta,  Ga.,  regional  price  executive  estimates  that  25  adjust- 
ment leases,  or  about  5  percent  of  the  total  number  handled  from 
Nashville,  Tenn.,  have  involved  commercial  rent  increases.  One 
example  is  cited  of  a  laundry  which  showed  an  increase  from  $41  in 
1941  to  $163  in  1944.  .  ,  ^       ^ 

Three  cases  have  been  handled  from  Atlanta,  Ga.  One  was  a  restau- 
rant and  two  were  storage  companies. 
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Five  applications  for  price  increases  are  reported  from  Memphis, 
Tenn. ;  two  from  restaurants  and  three  were  from  service  establish- 
ments. 

Two  applications  are  reported  from  Jackson,  Miss.,  one  from  a 
restaurant  which  was  partially  granted,  and  the  other  was  from  a 
dry-cleaning  establishment. 

Our  Savannah,  Ga.,  office  reports  five  applications  for  price  increases 
on  the  basis  of  rent  increases,  three  from  restaurants,  one  an  automobile 
repair  shop,  and  one  a  stationery  store.  The  increases  in  these  cases 
averaged  50  percent. 

The  Birmingliam,  Ala.,  office  has  handled  13  applications  from 
laundries.  The  5  laundries  which  owned  their  own  buildings  received 
no  adjustment,  whereas  all  but  1  of  the  other  concerns  which  rented 
their  space  were  granted  adjustments  ranging  from  3  to  12  percent. 

In  Chattanooga,  Tenn.,  a  similar  result  obtained  where  one  laundry 
which  shows  a  rent  increase  of  approximately  50  percent  received  twice 
as  large  an  adjustment  as  another  laundry  which  owned  its  own  build- 
ing. 

The  principal  difficulty  in  the  South  is  in  the  service  field,  where 
price  increases  are  concerned,  but  not  in  the  retail  field  otherwise  to 
such  a  degree. 

Region  No.  5,  headquai^ers  at  Dallas,  Tex.,  and  covering  the  States 
of  Arkansas,  Kansas,  Louisiana,  Missouri,  Oklahoma,  and  Texas,  the 
Dallas  office  reports  increases  in  commercial  rents  have  been  received 
from  our  Dallas,  Houston,  Gainesville,  and  Abilene  offices  in  Texas  and 
from  Tulsa,  Okla.,  and  Monroe,  La. 

Dallas  and  Tulsa  report  increases  in  the  underlying  leases  of  hotels. 

Dallas  repoi-ts  that  one-third  of  suburban  retail  and  industrial  struc- 
tures show  gradually  increasing  rents. 

Increases  of  from  15  to  25  percent  are  reported  for  downtown 
retail  store  buildings  and  rent  increases  for  industrial  space  of  from 
10  to  20  percent  above  pre-war  levels. 

The  Houston,  Tex.,  office  reported  a  slight  increase  in  all  commercial 
rents  and  substantial  increases  generally  in' commercial  rents  are  re- 
ported from  Abilene,  Tex. 

Our  Tulsa,  Okla.,  office  reports  that  office  building  rents  have 
increased  on  an  average  of  $5  a  room. 

Region  No.  6,  headquarters  at  Chicago,  111.,  and  comprising  the 
States  of  Illinois,  Iowa,  Minnesota,  Nebraska,  North  Dakota,  South 
Dakota,  and  Wisconsin. 

Our  Chicago  office  has  reported  that  well-established  merchants 
having  leases  expiring  are  being  asked  to  pay  substantial  rent  in- 
creases. Increases  in  office  rent,  that  is,  office  space  rent,  are  getting  to 
be  more  numerous,  but  apparently  not  serious  as  yet. 

Good  industrial  space  is  scarce,  and  rents  are  reported  on  the  in- 
crease. 

Milwaukee,  Wis.,  reports  no  vacancies  in  industrial  space,  and  a 
trend  toward  increase  of  from  5  percent  to  25  percent  upon  renewal 
of  leases. 

Other  cities  in  the  region  reporting  increases  in  commercial  rents 
and  complaints  are  Eau  Claire,  Wis.;  Burlington,  Iowa;  Des  Moines, 
Iowa ;  Sioux  Falls,  S.  Dak. ;  Manitowoc,  Wis. ;  Gary  and  Hammond, 
Ind. ;  Oshkosh  and  Fond  du  Lac,  Wis. ;  and  Rapid  City,  S.  Dak. 
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Reports  from  these  areas  relate  principally  to  retail  stores,  ware- 
house, and  storage  space. 

Mimieapolis,  Minn.,  reports  that  there  have  been  a  number  of 
rather  serious  rent  increases  in  two  categories  of  property. 

One  is  downtown  office  buildings.  The  second  is  warehouse  and 
loft  storage  space. 

It  is  reported  that  the  most  vigorous  complaints  in  regard  to  office 
space  rentals  have  come  from  physicians  and  dentists. 

It  is  reported  that,  due  to  war  work,  the  manufacturei-s  in  Min- 
neapolis, Minn.,  find  that  the  city  is  extremely  short  of  warehouse  and 
storage  space,  and  premiums  are  being  paid  for  this  space  in  all  por- 
tions of  the  city. 

The  regional  rent  executive  in  Chicago  reports  that  most  cases 
where  applications  for  price  increase  have  been  based  at  least  in  part 
on  rent  increases  have  arisen  in  service  and  restaurants,  and  that  about 
20  or  25  cases  have  arisen  to  date  in  1944. 

In  a  number  of  these  the  increase  in  rent  was  substantial  in  over-all 

costs. 

Region  No.  7,  wuth  headquarters  at  Denver,  Colo.,  comprises  the 
States  of  Colorado,  Idaho,  Montana,  New  Mexico,  Utah,  and 
Wyoming. 

In  Denver  the  principal  complaints  are  from  connnercial  garages 
and  service  establishments. 

The  Tucson,  Ariz.,  office  reports  receiving  from  100  to  150  com- 
plaints in  the  past  6  months  including  warehouses,  large  and  small 
store  buildings,  and  office  space. 

Phoenix,  Ariz.,  reports  that  while  there  have  been  a  few  unusually 
high  increases  in  office  rents,  the  increases  in  office  space  rentals  average 
about  10  percent  above  pre-war  levels.  Rather  sharp  increases  in 
rentals  in  office  buildings  and  some  store  properties  in  Albuquerque, 
N.  Mex.,  have  been  called  to  my  attention. 

Region  No.  8,  with  headquarters  at  San  Francisco,  Calif,,  com- 
prises the  States  of  Arizona,  California,  Nevada,  Oregon,  and  Wash- 
ington. 

As  Mr.  Bowles  indicated  here  today,  in  this  region  on  our  west 
coast,  we  have  had  considerable  pressure  and  it  is  becoming  more 

severe 

Witii  respect  to  Los  Angeles,  Calif.,  the  report  is  that  in  the  small 
business  structures  there  have  been  increases  in  rents  varying  from 
30  percent  to  100  percent  per  month.  Larger  structures  are  usually 
leased  on  a  percentage  basis,  and  in  most  cases  the  percentage  has 
been  increased  at  the  expiration  of  the  leases. 

There  is  a  general  advance  in  rentals  on  heavy  manufacturing  prop- 
erty in  case  of  new  leases.  Warehouses,  loft  space  for  light  manufac- 
turing or  storage  and  jobbers'  structures  show  a  greater  increase  vary- 
ing from  20  percent  to  300  percent.  A  survey  of  150  office  and  pro- 
fessional buildings  lists  a  general  increase  in  rents  in  45  buildings. 
The  secretary  of  the  Building  Owners  and  Managers  Association 
states  that  he  estimates  a  general  increase  in  office  rents  of  10  percent 
to  12  percent  in  the  last  3  years. 

There  are  quite  a  number  of  cities  and  communities  in  that  region 
that  have  reported  numerous  complaints  particularly  in  the  retail- 
store  field.     They  are :  Bisbee,  Ariz. ;  Las  Vegas,  Nev. ;  Yakima,  Wash. ; 
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Marysville,  Calif.;  Visalia,  Calif.;  Tacoma,  Wash.;  Stockton,  Calif.; 
Fresno,  Calif.;  Sacramento,  Calif.;  Portland,  Oreg. 

With  particular  reference  to  Portland,  Oreg.,  there  has  been  an 
average  of  three  calls  per  day  for  the  past  6  months  either  from 
tenants  of  commercial  property  who  complain  of  increases  or  express 
fear  of  snch,  or  from  landlords  who  wish  to  increase  their  rent.  Most 
coniplaints  come  from  small  shops  and  stores  outside  of  the  central 
business  district. 

Modesto  and  Merced,  Calif.,  report  that  a  number  of  increases  have 
occuired.  generally  in  rentals  to  small  businesses  and  professional  men, 
one  groceryman's  rent  having  been  doubled  at  the  renewal  of  his 
lease. 

Also,  in  California  generally,  there  have  been  complaints  from  small 
businesses  and  in  regard  to  professional  space. 

San  Diego,  Calif.:  There  has  been  a  very  decided  increase  in  the 
rents  of  commercial  properties.  A  very  few  leases  have  been  renewed 
at  not  only  an  increase  of  from  50  percent  to  100  percent,  but  also  a 
percentage-of -profit  clause. 

In  a  huge  majority  of  renewals  it  is  almost  impossible  to  obtain  a 
lease  on  a  small  location  for  more  than  1  year. 

Numerous  complaints  have  come  from  Monterey,  Calif.;  Spokane, 
Wash.;  San  Bernardino,  Redlands,  and  Riverside,  Calif.,  as  well  as 
San  Luis  Obispo,  Calif. 

As  to  San  Francisco,  Calif.,  there  have  been  frequent  instances  of 
increased  commercial  rents,  particularly  in  the  case  of  underlying 
leases  on  rooming  houses  and  hotels.  That  is  also  tnie  on  warehouse 
storage  space. 

Those  are  about  the  significant  points  geographically  that  this  report 
indicates. 

I  would  liko.  also,  Mr.  Chairman,  to  supply  for  the  record  material 
and  correspondence  similar  to  that  that  went  in  the  record  in  connec- 
tion with  the  Small  Business  Committee,  if  the  committee  would  be 
interested  in  that. 

The  Chairman.  I  think  we  would  be.  I  would  like  to  have  that 
furnished  for  the  record. 

Mr.  Carson.  Unless  you  have  some  questions,  that  is  all. 

Mr.  BowxES.  I  would  like  to  have  Mr.  Field  make  a  short  statement. 

STATEMENT  OF  RICHARD  H.  FIELD,  GENERAL  COUNSEL,  OFFICE 
OF  PRICE  ADMINISTRATION,  WASHINGTON,  D.  C. 

Mr.  Field.  Mr.  Chairman,  I  want  to  make  one  comment,  in  answer 
to  a  suggestion  of  Senator  Radcliffe  a  few  minutes  ago  on  the  gen- 
eral question  of  the  complexity  of  the  problem. 

I  think  I  should  inform  the  committee  with  respect  to  that  problem 
that  in  Canada  commercial  rents  have  been  controlled  since  October 
of  1941. 

We  have  talked,  within  the  last'  week,  to  the  former  Rent  Admin- 
istrator of  Canada,  who  very  kindly  came  here  and  gave  us  the 
benefit  of  some  of  their  experience. 

In  Canada,  they  used  the  method  of  going  right  across  the  board 
with  their  control.  They  did  not  go  in  selectively,  as  we  think  would 
be  desirable  to  do  it  here.    They  have,  however,  found  that  it  was 
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workable,  effective,  and  not  unduly  complicated  and  complex  from 
the  point  of  view  of  administration. 

Now,  our  proposal,  as  was  indicated  to  the  Senator,  was  to  do  it 
a  little  differently.  We  would  put  more  of  a  burden  on  the  decision 
as  to  whether  to  go  into  a  rent  area  based  on  a  survey  of  the  things 
we  have  mentioned.  By  reason  of  having  put  a  lot  of  emphasis  on 
the  selectivity  at  the  beginning,  we  would  greatly  reduce  the  admin- 
istrative expense,  as  well  as  the  burden  on  the  people  and  the  cost 
of  the  operation  in  general. 

We  think,  on  the  whole,  it  would  be  a  more  economictil  thing  in 
time,  money,  and  manpower,  as  well  as  more  sensible,  in  view  of 
the  economic  factors,  to  do  it  that  way  in  the  United  States. 

In  Canada  they  have  had  comparatively  little  difficulty  because, 
by  and  large  in  Canada  there  has  been  very  little  pressure.  Even 
in  a  city  the  size  of  metropolitan  Toronto,  which  has  approximately 
a  million  population,  it  has  not  existed  to  any  great  degree. 

The  Chaikman.  How  many  men  would  it  require  there? 

Mr.  Field.  They  have,  I  believe,  only  three  people,  three  people 
above  the  clerical  level,  to  administer  their  program  for  the  w^hole  city 
of  Toronto. 

If  you  do  not  have  the  registration  and  so  forth  it  would  cut  down 
the  nuinl)er  of  people  required. 

Mr.  Bowles.  As  I  said  before,  if  the  firm  does  not  want  to  raise 
the  rent,  they  have  no  problem  at  all. 

Mr.  Field.  In  speaking  with  regard  to  the  use  of  the  word 
"freeze"  I  think  that  we  should  make  it  clear  as  to  what  is  included 
in  that  term.  It  would  contemplate  not  only  a  freeze  of  existing 
rents  but  a  freeze  of  existing  leases.  That  is,  if  you  have  an  existing 
percentage  lease,  it  would  continue.  If  you  had  a  step-up  lease,  or  a 
step-down  lease,  or  any  variety  of  lease  we  would  freeze  or  continue 
the  rental  during  the  term  of  the  lease  under  the  provisions  of  that 
lease.    The  lease  would  not  be  disturbed  at  all. 

Senator  Radcliffe.  Suppose  you  have  a  5-year  lease,  of  which  414 
years  has  run,  the  matter  of  renewal  becomes  a  large  question. 

Mr.  Field.  Yes,  Senator. 

Senator  Radcliffe.  Let  us  assume  that  the  lease  was  fixed  at  a 
period  when  operating  expenses  were  very  much  less  than  they  are 
at  the  present  time.  Would  the  fact  that  the  owner  contemplates 
some  increase  be  such  a  factor  as  you  would  consider  in  such  a  case  ? 

Mr.  Field.  Yes.  As  has  been  said  earlier,  Senator,  I  would  expect 
the  way  it  would  be  done,  whether  written  in  the  law  itself,  or  whether 
done  administratively,  would  be  to  permit  an  increase  up  to  compara- 
ble levels  for  that  type  of  occupancy. 

It  would  mean,  of  necessity,  coming  to  us  with  an  application  stat- 
ing the  amount  of  the  increase  sought,  and  having  the  level  of  the 
comparable  rents  determined  after  proper  consideration  of  such  an 
application. 

There  has  now  been  a  period  of  214  years  or  more  of  control  of 
prices  generally. 

On  the  average,  I  think — if  I  am  not  correct,  Mr.  Carson  Avill  tell 
me — I  think  approximately  one-third  of  the  commercial  leases  expire 
each  year,  and  therefore  there  would  be  two-thirds  that  probably  have 
expired  since  prices  generally  were  the  subject  of  control. 
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Tlierefore,  the  level  of  comparable  rents  would  generally  be  fairly 
well  up.  Of  course,  I  am  not  speaking  of  long-term  leases  expiring 
now  or  shortly  hereaiter.  They  would  obtain  considerable  relief  upon 
consideration  by  the  O.  P.  A.,  up  to  comparable  levels  which  would 
be,  in  our  judgment,  fair  to  everybody. 

Mr.  Bowles.  The  first  thing  we  assume  is  that  in  the  area  rents  are 
not  abnormal,  and  nothing  would  happen.  Therefore,  nothing  would 
liappen  unless  we  had  some  reason  to  believe  otherwise.  And  that 
would  have  to  be  presented  to  us,  of  course. 

If  we  were  in  an  area  and  a  landlord  wanted  to  charge  a  higher 
rent  at  the  end  of  his  5-vear  lease,  he  would  come  to  us  and  we  would 
examine  the  rents  of  similar  types  of  buildings  and  probably  give  him 
a  duly  increased  rent  based  on  that  examination. 

Senator  Radcliffe.  Of  course,  there  may  be  many  factors.  You 
may  make  low  rents  with  a  new  concern  with  the  idea  that  later  on 
there  should  be  an  adequate  rent  when  the  new  business  becomes 
established. 

Mr.  Field.  I  think  that  is  the  kind  of  a  situation  that  would  be  taken 
care  of  by  comparable  rental  determination. 

Senator  Radcliffe.  It  should  be. 

Mr.  Field.  There  are  two  cases  which  I  think  if  we  had  to  move  into 
an  area  it  would  be  important  that  we  be  able  to  consider. 

One  is,  as  Senator  Wagner  has  stated,  instances  of  an  abnormally 
long-tenn  lease  as  a  condition  of  renewal.  I  think  that  that  would 
be  a  thing  that  we  would  need  the  power  to  handle,  if  we  had  to  move 
into  an  area,  because  the  rent  might  be  all  right  and  be  perfectly  satis- 
factory under  the  present  set-up,  but  when  peace  levels  generally  come 
back  it  might  become  extremely  burdensome  if  there  were  a  long-time 
lease  there. 

It  seems  to  us  that  one  of  the  most  serious  difficulties  has  been  in- 
stances of  requiring  a  long-term  lease  at  a  level  which  the  tenant 
might  well  take  care  of  at  this  time  but  might  very  well  become  too 
high  later  on. 

Also,  I  think,  as  long  as  we  are  going  to  make  this  thing  fair  to 
everyone — and  I  think  it  should  be — there  would  be  some  necessity  of 
protecting  against  evictions  which  I  take  it  we  would  have  the  power 
to  do,  in  any  instances  along  that  line. 

Senator  Radcliffe.  "In  aniving  at  commercial  rents,"  that  is  very 
comprehensive,  it  could  mean  any  kind  or  type  of  business. 

Mr.  Bowles.  We  would  exempt  farmers. 

Mr.  F1E1.D.  As  it  is  presently  drafted,  it  is  very  broad,  but  we  would 
want  an  exemption  for  any  property  used  for  agricultural  purposes. 

The  Chaikman.  That  will  be  taken  up  at  our  executive  meeting 
tomorrow. 

Senator  Radcliffe.  That  is  one  of  the  ideas  I  had  in  mind. 

Mr.  Field.  Exempting  agricultural  property. 

The  Chairman.  That  is  a  matter  that  can  be  covered  in  executive 
session. 

Senator  Radcliff-e.  In  here  it  just  says  office  buildings,  and  in- 
cludes office  buildings.    Something  may  have  to  be  done  about  that. 

The  Chairman.  It  is  a -matter  for  the  committee  to  decide  as  to 
whether  it  would  include  office  buildings  or  not. 

Mr.  Field.  Yes;  I  see  your  point. 
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Mr.  Bowles.  The  main  thing  I  think  we  have  here  is  a  situation 
which  is  not  acute  today,  except  in  some  areas,  but  which  is  obviously 
growing,  and  it  is  a  question  really  of  whether  the  Congress  is  going 
to  decide  it  is  time  to  move  now,  knowing  the  situation  is  going  to  be 
rapidly  worse,  or  moving  later  on. 

The  Chairman.  In  other  words,  prevention  rather  than  cure. 

Mr.  Bowles.  Prevention,  which  is  a  much  more  orderly  way  of 
doing  it,  since  the  problem  is  now  recognizable,  and  we  know  what 
is  going  to  happen.  .    . 

We  have  learned  how  very  hard  and  difficult  a  task  it  is  when  we 
try  to  push  a  rent  or  price  back  down  again. 

'Senator  Butler.  Are  you  referring  to  your  experience  m  meat 

control?  Ti      i. 

Mr.  Bowles.  Ordinarily  when  we  have  done  it,  we  do  not  like  it. 
You  are  pretty  certain  you  are  going  to  find  a  lot  of  higher  rents 
during  the  winter,  a  lot  of  them.  Tliis  can  be  avoided  by  relatively 
painless  measures. 

If  you  do  not  do  it  now  you  will  have  to  move  in  sooner  or  later, 
and  you  will  be  in  the  position  of  moving  in  right  now,  if  you  do, 
while  the  problem  is  still  young. 

The  Chairman.  I  am  going  to  ask  to  have  put  in  the  record  of  the 
committee  a  report  of  the  committee  on  general  welfare  of  the  City 
Council  of  the  City  of  New  York,  relative  to  resolution  requesting  the 
committee  on  general  welfare  to  conduct  an  immediate  investigation 
into  the  commercial  and  other  rental  situations  in  the  city  of  New  York 
and  report  back  its  findings  to  the  council  without  delay,  which  says : 

The  committee  on  general  welfare,  to  which  was  referred  on  September  21, 
1944  (minutes,  p.  49),  a  resolution  requesting  the  committee  on  general  welfare 
to  conduct  an  immediate  investigation  into  the  commercial  and  other  rental 
situation,  in  the  city  of  New  York  and  report  back  its  findings  to  the  council 
without  delay,  respectfully  reports : 

"A  public  hearing  was  held  on  this  resolution  by  your  committee  at  city  hall 
on  September  28,  1944.  Several  hundred  persons  attended— most  of  them 
aggrieved  tenants  of  commercial  and  industrial  space  in  Manhattan,  and  their 
representatives.  Case  after  case  was  cited  of  exorbitant  rent  increases,  oppres- 
sive long-term  leases  entered  into  under  conditions  amounting  to  duress,  un- 
warranted termination  of  existing  tenancies  to  take  effect  at  the  expiration  of 
current  leases,  bonus  payments  for  renewals,  space  being  rented  over  the  heads 
of  present  occupants  without  previous  notice  or  while  negotiations  for  re- 
newals of  expiring  leases  were  pending,  and  other  unreasonable  demands  and 
practices  by  landlords  and  their  agents.  Written  complaints  are  continuing  to 
be  received  almost  daily  by  your  committee. 

"Among  those  appearing  in  protest  of  a  commercial  rent  profiteering  were  the 
American  Business  Congress — an  organization  composed  of  small  businessmen — 
the  war  committee  of  the  Federal  Bar  Association,  which  conducted  an  inquiry 
into  the  commercial  rent  situation  in  New  York  City,  the  United  Tenants  League 
of  Greater  New  York,  the  Mayor's  Committee  on  Rents,  the  Joint  Board  of  the 
International  Ladies'  Garment  Workers  Union,  the  Millinery  Workers  Union, 
the  Congress  of  Industrial  Organizations,  American  Federation  of  Labor,  United 
Popular  Dress  Manufacturers*  Association,  National  Knitted  Outerwear  Associa- 
tion, Textile  Distributors  Institute,  Inc.,  and  others. 

"The  picture  is  not  a  healthy  one  from  the  standpoint  of  landlord  and  tenant 
relations,  business  and  consumer,  or  the  welfare  of  the  city.  Rents  have  been 
increased  as  much  as  300  percent  and  higher  in  loft  and  business  buildings. 
These  increases  are  not  based  on  any  mathematical  formula,  but  are  obviously 
arbitrary  in  most  cases.  It  is  apparent  that  landlords  are  taking  advantage  of 
the  serious  shortage  of  commercial  space  and  the  hapless  predicament  in  which 
tenants  find  themselves  in  the  face  of  expiring  leases  with  no  other  available  or 
suitable  accommodations  to  be  had. 
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'^Thousands  of  manufacturing  and  business  concerns  are  affected,  particu* 
laiiy  in  midtown  Manhattan,  and  many,  it  is  feared,  will  be  obliged  to  move  their 
plants  away  from  New  York  City  to  other  States ;  in  fact,  we  are  informed  that 
some  have  already  moved,  and  other  small  plants  and  businesses  may  be  forced 
to  close  down  due  to  their  inability  to  meet  the  steep  increases  and  the  expense 
involved  in  moving  to  distant  places.  Some  of  these  concerns  have  been  in  the 
one  location  for  as  many  as  1.1  to  18  years,  and  the  fact  that  they  were  satisfac- 
tory tenants  appears  to  be  of  no  interest  to  their  landlords.  The  employees  of 
the  firms  that  move  to  other  States  or  close  down  will  be  obliged  to  seek  other 
employment. 

"There  are  other  evils  inherent  in  abnormal  rent  increases:  Because  of  his 
higher  overhead  costs,  the  manufacturer  will  be  compelled  to  raise  the  price 
of  his  goods,  which  will  lead  to  higher  price  ceilings  or  the  temiJtation  to  engage 
In  black-market  practices,  and  inevitably  the  breaking  down  of  price  control, 
with  resulting  inflation. 

"Some  property  owners  appeared  at  the  hearing,  in  person  and  by  their  repre- 
sentatives, and  sought  to  justify  their  demands  on  the  basis  of  increased  operat- 
ing and  maintenance  costs.  The  fallacy  in  that  argument  is  thiit  these  ad- 
ditional costs  are  only  a  vei-y  small  fraction  of  the  total  increased  rent  rolls 
in  most  of  the  cases  complained  of.  Others  flaimed  to  be  entitled  to  high  protits 
now  because  of  losses  resulting  from  vacancies  and  low  rents  in  the  depression 
years. 

"Uowever,  many  of  the  buildings  in  which  rents  have  reached  a  new  high,  and 
long-term  leases  are  being  exacted,  are  in  the  hands  of  new  owners  who  had 
no  connection  with  the  proi)erty  during  the  depression,  but  acquired  them  recently 
with  a  comparatively  small  cash  investment ;  these  are  the  wartime  speculators 
and  prt>fiteers.  In  the  case  of  the  buildings -that  have  not  changed  ownership, 
the  owners  are  doubtlessly  influenced  by  the  large  profits  being  made  by  these 
short-term  investors. 

"Not  all  landlords  can  be  charged  with  rent  gouging.  Some  have  been  reason- 
able in  their  demands,  and  there  are  cases  where  no  increases  have  been  requested. 
Many  landlords  have  indicatd  their  willingness  to  accept  a  fair  advance,  based 
on  oi^erating  costs  and  revenues,  and  tenants  have  expressed  a  willingness  to  pay 
a  i-easonable  increase  to  cover  increased  operating  costs  and  insure  a  fair  return 
to  the  owners.  Unfortunately,  however,  there  are  a  sufficient  number  of  rent- 
gouging  owners  of  commercial  buildings  in  the  city  of  Xew  York  housing  thou- 
sands of  tenants  in  the  garment,  knitwear,  textile,  war  and  other  industries, 
who  in  turn  employ  thousands  of  workers,  all  vitally  affected  by  the  problem  of 
spiraling  rents,  to  make  the  situation  grave  and  alarming. 

"aianufacturers  of  war  goods  as  well  as  civilian  goods  have  been  subjected  to 
these  unreasonable  demands.  In  some  of  the  examples  cited,  the  Gove;:nment 
was  obliged  to  pj\y  the  increased  rent  to  avoid  stoppage  of  manufacture  of  war 
equipment  due  to  the  tenants'  inability  or  justifiable  refusal  to  accede  to  the 
landlords'  demands. 

"The  Mayor's  Committee  on  Rents  has  admitted  its  inability  to  scoi>e  with 
the  problem,  many  of  the  landlords  called  before  it  having  refused  to  accept  that 
committee's  recommendations. 

"The  I'uited  States  Senate  Small  Business  Committee,  which  has  just  com- 
pleted its  study  of  1,500  complaints  of  excessive  rentals,  with  1,300  of  that  num- 
ber from  New  York  City,  has  reported  that  the  problem  is  local  rather  than 
national  in  scope  and,  therefore,  is  not  a  matter  for  Federal  action. 

"Unfortunately,  this  council  has  not  the  power  or  authority  to  enact  legisla- 
tion affecting  rents. 

"The  New  York  State  Joint  Legislative  Committee  Investigating  Commercial 
Rents,  which  was  appointed  early  this  year,  held  its  first  public  hearing  in  New 
York  City  on  October  5,  1944 — after  the  hearing  held  by  your  conunittee — and 
the  State  committee  has  not  yet  completed  its  investigation.  Under  the  cir- 
cumstances, your  committee  believes  that  no  further  hearings  should  be  held  by 
it  for  the  present,  but  recommends  that  this  committee  be  authorized  by  your 
honorable  body  to  make  available  to  the  joint  legislative  committee  the  testi- 
mony, information,  and  other  data  in  its  possession  on  the  subject  of  commercial 
rents  in  New  York  City,  and  that  a  copy  of  this  report  be  transmitted  to  the 
joint  legislative  committee. 

"William  A.  Carroll,  Anthony  J.  DiGiovanna,  Louis  Cohen,  Edward 
Vogel,  Michael  J.  Quill,  Alfred  J.  Phillips,  James  A.  Phillips, 
Stanley  M.  Isaacs — Committee  on  General  Welfare." 
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On  motion  of  Mr.  Carroll,  seconded  by  the  vice  chairman,  the  foregoing  report 
was  made  a  general  order  for  the  day. 

Following  discussion  by  Mr.  Carroll,  Mr.  Klein,  and  the  vice  chairman,  the 
president  put  the  question  whether  the  council  would  agree  with,  and  adopt, 
such  report,  which  was  decided  in  the  affirmative  by  the  following  vote :  Af- 
firmative— Messrs.  Cacchione,  Carroll,  Cohen,  Davis,  DiGiovanna,  Earle,  Isaacs, 
Klein,  A.  Phillips,  J.  Phillips,  Quill,  Quiun,  Schick,  Vogel,  and  the  vice  chair- 
man— 15. 

And  in  closing  I  would  like  to  say  that  24  years  a«jo,  when  I  was  on 
the  bench,  after  I  left  the  legislature,  a  matter  came  before  me  on  the 
question  of  rent  control.  It  was  in  the  case  of  UUmann  Realty  Co.  v. 
Tamu7\  reported  in  volume  113  Miscellaneous  Reports  at  page  538,  and 
I  said  then,  among  other  things : 

I  cannot  subscribe  to  any  doctrine  that  hinders  or  restrains  our  legislative 
power  from  enacting  a  clear  and  reasonable  design  to  relieve  the  actual  dis- 
tress of  the  thousands  of  tenants  in  this  comnmnity  who  would  otherwise  be 
made  homeless.  I  think  their  rights  to  h(>nies  in  which  to  live  during  an  emer- 
gency (►f  the  kind  which  now  confronts  us  is  transcendently  paramount  to  any 
private  rights  of  property.  The  protection  of  their  health  and  morals  connnands 
a  vastly  more  important  position,  to  my  mind,  and  of  far  greater  nioment  to 
the  welfare  of  the  State  than  any  strict  adherence  to  the  individual  private 
rights.  Exposure,  disease,  misery  would  be  the  natural  consequence  and  disaster 
to  ensne  if  owners  wer(*  i)ermitted  to  turn  the  occupants  of  their  houses  into  the 
streets  upon  the  latter's  inability  to  meet  the  oppressive  and  excessive  demands 
that  are  now  constantly,  and  as  a  matter  of  iniblic  knowledge,  being  made. 
With  a  clear  grasp  of  the  probabilities  of  the  situation  the  legislature  said  that 
temporarily  and  during  these  unpi*ecedented  conditions  the  absolute  right  of 
owners  to  deal  with  property  which  they  have  hitherto  used  in  the  express  busi- 
ness of  sheltering  and  housi?ig  the  public  must  bow  and  submit  to  regulation. 
Our  constitutional  government  is  not  an  impotent  one.  Not  so  readily  can  its 
arms  of  protection  for  those  whose  benefit  it  is  imposed  be  bound  and  helpless; 
its  scope  and  vision  is  wide;  its  power  flexibility  adaptable;  its  aim  and  pro- 
tection of  human  rights.  Our  lawmaking  body  is  restrained  alone  by  the  rule 
of  reason  as  to  the  means  adopted  for  the  accomplishment  of  its  purposes.  To 
deny  it  such  powers  would  be  subversive  of  the  principles  upt)n  which  it  was 
founded  and  of  the  postulates  of  dedication  its  creators  avowed.  It  would 
deservedly  be  an  indictment  against  and  a  reprc»ach  to  our  entire  system  of 
government. 

That  was  true  then,  and  it  is  true  today. 

I  am  calling  a  meeting  tomorrow  at  10:30  of  the  committee  for 
the  purpose  of  considering  this  legislation  that  will  be  an  executive 
committee  meeting. 

Senator  Butler.  If  a  careful  investigation  of  the  whole  rental  situ- 
ation would  indicate  that  if  the  rentals  have  not  increased  more  than 
15  percent,  say,  10  percent,  or  15  percent,  percentagewise,  which  is  in 
general  what  the  wages  have  increased,  so  I  am  informed,  would  you 
say  that  we  would  still  have  a  problem  there? 

Mr.  Bowles.  If  in  no  case  it  went  up  more  than  10  percent  or  15  per- 
cent, I  would  not  think  so,  necessarily,  but  if  we  had  that  for  the  entire 
country,  that  would  be  a  different  matter,  because  in  some  places  it 
would  probably  only  be  2  percent  and  in  other  places  it  might  be  500 
percent. 

Senator  Butler.  Of  course,  it  is  possible  to  find  out  the  facts  in  every 
individual  case,  but  you  do  not  think  that  the  general  average  woidd  be 
like  that  ? 

Mr.  Bow^les.  You  might  have  a  major  rise  where  it  is  very  serious, 
and  it  might  be  a  low  increase  where  it  would  be  quite  immaterial. 

Frankly,  I  am  worried  much  more  about  the  future  than  I  am  about 
the  present. 

65560 — 44 18 
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(The  following  analysis  was  submitted  for  the  record  by  the  Office 
of  Price  Administration:) 

Analysis  of  Commercial  Rent  Correspondence  Received  by  the  National  Office 

OF  THE  OfFICB  OF  PRICE  ADMINISTRATION  FROM  APRIL  1943  TO  DECEMBER  1944 

An  analysis  of  222  letters,  representing  correspondence  received  by  the  Office 
of  Price  Administration  from  April  1943  through  November  1944,  pertaining  to 
business  rent  control,  shows  that  out  of  mail  from  33  States,  97  letters  or  34 
percent  originated  in  New  York,  all  from  New  York  City.  Complaints  from  the 
remainder  of  the  States  ranged  as  follows : 

__. 15 

12 


California 

Texas 

Pennsylvania 
Missouri 


9 
8 
T 
6 
5 
4 
3 


Illinois 

Kentucky,  Indiana,  Michigan each- 
Virginia,  Alabama <lo 

Louisiana,  Georgia,  Ohio,  Florida do 

Minnesota,  New  Jersey,  North  Carolina do 

Oklahoma,    Massachusetts,    Tennessee,    Wisconsin,    Connecticut, 

Oregon do_—  2 

Arkansas,  Iowa,  Maine,  Mai-yland,  Montana,  New  Mexico,  South 
Carolina,  West  Virginia,  District  of  Columbia each—         1 

By  lines  of  trade— in  New  York  City— manufacturing  was  responsible  for  the 
greatest  number  of  complaints— 23  from  clothing  manufacturers,  27  from  manu- 
facturers of  items  such  as  luggage,  lamp  shades,  novelties,  fabrics,  etc. ;  and  6 
from  manufacturers  of  machine  tools  and  metal  products.  Next  highest  was 
office  space,  12  letters. 

By  lines  of  trade  for  the  rest  of  the  country,  di-y  goods  and  apparel  stores, 
and  restaurants  and  hotels  were  highest  with  12  letters  each,  followed  by  auto 
parts  and  service  stations,  10  letters ;  grocery  stores  7 ;  and  office  space  11  letters. 

Of  those  reporting  the  rent  involved  (in  New  York  City  34  did  not  indicate 
and  of  the  rest  of  the  country,  48  did  not  indicate)— New  York  City :  29  firms 
reported  10  to  49  percent  rent  increases ;  23  firms  reported  50  to  99  percent  rent 
increases ;  10  firms  reported  rent  increases  of  from  100  to  149  percent ;  1  firm 
reported  a  rent  increase  of  200  percent  and  over. 

For  the  rest  of  the  country :  28  firms  reported  rent  increases  of  from  50  to  99 
percent ;  26  firms  reported  rent  increases  of  from  10  to  49  percent ;  13  firms  re- 
ported rent  increases  of  from  100  to  149  percent ;  5  firms  reported  rent  increases 
of  from  150  to  199  percent ;  5  firms  reported  rent  increases  of  from  200  percent 
and  over. 

Analysis  hy  State  of  origin 


Alabama 1 

Arkansas 5 

California 15 

Connecticut 2 

Florida 4 

Georgia 4 

Illinois  (Chicago,  1) 7 

Indiana ^ 

Iowa 1 

Kentucky ^ 

Louisiana 4 

Maine 1 

Maryland 1 

Massachusetts 2 

Michigan  (Detroit, 4) 6 

Minnesota 3 

Missouri 8 

Montana 1 


New  Jersey 3 

New  Mexico 1 

New  York  (New  York  City,  66) 97 

North  Carolina 3 

Ohio 4 

Oklahoma 2 

Oregon 2 

Pennsylvania  (Philadelphia,  6)  —  9 

South  Carolina 1 

Tennessee 2 

Texiiis 12 

Virginia 5 

West  Virginia 1 

Wisconsin 2 

District  of  Columbia 1 


Total 222 
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state  and  city 


Connecticut: 

Qranby 

Waterbury 

Maine:  Lisbon  Falls 

Massachusetts: 

Boston. 

Fall  River 


Type  of  business 


Unknown 

Factory  space. 
Unknown 


Factory  space. 
do 


Amount  of  increase 


Amount 


Percent 


$10  per  month. 


REGION  2 


Maryland:  Hyattsville. 
New  Jersey: 

Quttenberg 

Hasbrouck  Heights. 

Pequannock 

New  York: 

Brooklyn 

Do.. 

New  York  City.... 
Do 


Do. 
Do. 
Do- 
Do. 
Do. 
Do. 
Do- 
Do. 
Do- 
Do. 
Do- 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do- 
Do. 
Do. 
Do- 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do- 
Do. 
Do. 
Do. 
Do. 
Do- 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do- 
Do- 
Do- 
Do. 
Do. 
Do. 
Do. 


Lunch  room. 


Tailor 

Garage. 

Machine  shop. 


Unknown 

do 

Manufacturer  of  yarns 

Manufacturer  of  luggage. 

Manufacturer  of  narrow  fabrics 

Manufacturing _ 

Screw-machine  products .- 

Unknown _-. 

Stainless  metal  foils 

Manufacturer  of  novelties- -- 

Law  office 

Dress  manufacturers  Association 

Printing  shop 

Lamp-shade  manufacturer 

Unknown 

Manufacturer  of  infant  wear 

Unknown 

Printing  shop 

Dyers  and  bleachers - 

Manufacturer  of  veilings 

Embossed  labels 

Manufacturer  of  children's  clothing... 

Lamp  and  shade  manufacturer 

Machine  tools 

Manufacturer  of  novelty  jewelry 

Textile  manufacturer 

Manufacturer  of  men's  neckwear 

Manufacturer  of  men  .s  sportswear 

Manufacturer  of  men's  neckwear 

Manufacturer  of  electrical  equipment- . 
Manufacturer  of  surgical  instruments- 
Manufacturer  of  men's  clothing 

Manufacturer  of  luggage 

Manufacturer  of  hats 

Manufacturer  of  belts  and  suspenders. 

Fabric  yarns  manufacturer 

Manufacturer  of  narrow  ribl>ons 

Attorney 

do 

Unknown 

do .- -. 

Cigar  store 

Manufacturer  of  fabrics 

Unknown - 

Manufacturer  of  millinery  ornaments- 

Manufacturer  of  radio  equipment 

Unknown 

Manufacturer  of  boys'  clothing 

Advertising  agency 

Grocery  store _ 

Physician 

Attorney 

Unknown 

Attorney 

M  anufacturer  of  ladies'  suits 

W^holesale  drugs 

Moving-picture  broker 

Public  stenographic  service 

Dress  manufacturer 

Clothing  manufacturer.. - 


$300  to  $000  per  year. 


$12,500  to  $17,900  per  year. 


$1,850  to  $2,000  per  year. .  - 


$2,625  to  $4,900  per  year. 
$275  to  $550  per  month. . 


$1,300  to  $2,400  per  jTear. 


$1,500  to  $1,800  per  year. 
$2,40it  to  $3,400  per  year. 
$2,400  to  $3,300  per  year. 
$2,800  to  $3,950  per  year. 


$3,000  to  $6,800  per  year... 


$5,000  to  $6,750  per  year.  -. 


$200  to  $350  per  month. 


$8,600  to  $13,000  per  year. 

$600  per  year.- 

$80  to  $150  per  month 

$2,000  to  $3,000  per  year- 
$900  to  $1,350  per  year.  - 


$1,600  to  $2,300  per  year. 


$85  to  $125  per  month. 
$166  to  $175  vet  month 


$85  to  $135  per  month. . . 
$3,000  to  $6,5ti0  per  year. 


33 
50 


100 


25 


43 

80 

64 

116 


29 
50 

8 


52 
86 


100 
115 
84 
33 
20 
41 
37 
41 
75 
127 
20 


35 


SO 
50 


100 
75" 


30 


51 


87 
fiO 
50 


26 
20 
43 


33H 

6e9i 

47 
50 
75 


57 
116 
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By  place  of  origin,  type  of  business,  amount  of  rent  increase — Continued 

REGION  2— Continued 


State  and  city 


New  York— Continued. 
New   York   City- 
Continued. 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do  .  - 

Do  .-- 

Do 

Do.- 

Do 

Do 

Do  

Do - 

Do  - 

Do   

Do 
Do 

Do     

Do 

Do 

Do 

Do 

Do.. 

Do 

Do - 

Do - - 

Do 

Do -. 

Do 

Do 

Do.... 

Do -- 

Do...- 

Do 

Do - 

Do - 

Pennsylvania: 

Irwin .- 

Philadelphia 

Do 

Do 

Do 

Do 

Do 

Do - 

Erie 


Indiana: 

Bloomington . 

Evansville 

Hammond 

Indianapolis. 
Do 

Lafayette 

Kentucky: 

Corbin  .- 

Cumberland. 

HopkinsvUle. 

Lebanon 

Louisville 

Nicholasville- 
Michigan: 

Detroit 

Do 

Do 

Do 

East  Tarvas.. 

East  Tawas-. 


Type  of  business 


Manufacturer  of  children's  clothing. . 

Clothing  contractors 

Drapery  manufacturing 

Pri  ntors 

Brush  manufacturer 

Manufacturer  of  textiles 

Strainer  manufacturer 

Handkerchief  manufacturer 

Publication 

Warehousing 

Photo  engraving. 

Storage  warehouse  company 

Office  space 

Gasket  manufacturing 

Restaurant 

Textile  manufacturer 

Hat  manufacturer 

Sportswear  manufacturer 

Diamond  cutters  .   --- 

Coat  and  suit  maimfacturer 

Hat  company 

Dress  company. --- 

do 

do 

Buttons  and  novelties 

Uniform  cap  company 

Motor  sales. - -- 

Blouses 

Fur  coats - 

Pleaters,  stitchers,  and  embroiderers. 

Parlor  frame  company.. 

Manufacturer  and  importer 

Imports  and  exports --- 

Bristle  and  hair 

Screwdrivers,  auto  accessories 

Furniture 

Apparel  stores.. 

Calendar  manufacturer .- 


Unknown 

Machine  tools 

Brass  foundry 

Physician 

Drugstore 

do. 

Music  store 

Adding  machines. 
Jewelers 


Amount  of  increase 


Amount 


$2,400  to  $4,000  per  year. 


$900  yearly  increase 


$5,100  to  $8,000  per  year. 
$10  per  month... 


$3,400  to  $4,500  per  year. 
$210  to  $500  per  month  . 


$1,800 
$1,440 
$1,824 
$1,600 
$3,174 
$1,800 
$1,700 


to  $3,600 
to  $1,770 
to  $2,074 
to  $1,900 
to  $3,624 
to  $2,200 
to  $2,200 


pt^r  year . 
I>er  year, 
per  year. 
per  year. 
per  year, 
per  year, 
per  year. 


$1,924  to  $2,224  per  year... 


$1,800  to  $3,900  per  year.. 
$960  to  $1,350  per  year 


$4,600  to  $10,000  per  year. 
$180  to  $250  per  month. . . 


$35  to  $40  per  month. 


$65  to  $105  per  month . . 
$200  to  $300  per  month. 
$150  to  $250  per  month. 


Percent 


REGION  3 


Heavy  machinery 

Restaurant 

Manufacturer  of  conveyors. 

Barber 

Paper  company 

Hotel  cigar  stand 


Grocery  shop... 
Beauty  shop — 

Unknown 

do.- 

Navy  contracts - 
Shoe  shop 


Gas  station 

Law  office 

Dry  goods   

Service  station 

Farm  machinery 

Auto  and  farm  supplies. 


$50  to  $100  per  month. .. 
$92.50  to  $375  per  month. 
$16  to  $30  per  month 


$42.50  to  $75  per  month. 


$20  per  month 

$175  to  $333.33  per  month. 


$275  to  $515  per  month . . 


$35  to  $50  per  month . 


mi 


43 
20 


57 
60 


200 


40 
138 

15 
100 

23 

14 

18 

14 

33 

29 

831-2 

16 


116 
40 


117 
39 


50 


40 
14 


61 
50 
67 


100 

265 

100 

50 


100 

76 


89 


87 
35 
25 


43 


|> 
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By  place  of  origin,  type  of  business,  amount  of  r.ent  increase — Continued 

REGION  3— Continued 


State  and  city 


Ohio: 

Cleveland- 

Do 

Do.-.. 

Dayton 

West  Virginia:  Charles 
ton. 


Type  of  business 


Food 

Restaurant 

Physician 

Medical  supply  company. 
Store  room 


Amount  of  increase 


Amount 


$40  to  $60  per  month . . 
$95  to  $130  per  month. 


$60  to  $100  per  month. 


Percent 


50 
37 


67 


REGION  4 


Alabama: 

Decatur 

Mobile.. 

Do 

Talledega 

Tuscumbia 

Florida: 

Fort  Myers 

Jacksonville 

Pensacola 

Miami 

Georgia: 

Atlanta 

Columbus 

Do 

Savannah 

North  Carolina: 

Burlington 

Columie 

Rocky  Mount 

South  Carolina:  Colum 

bia. 
Tennessee: 

Kings  port 

Tullahoma 

Virginia: 

Norfolk 

Do 

Portsmouth 

Do 

Shenandoah 


Unknown 

Grocery  store... 

Unknown 

Dry  cleaner 

Dry  goods  store. 


Men's  wear  shop. 

Real  estate 

Uniforms 

Cocktail  lounge.. 


OlTice  space 

Candy  manufacturer. 

Clothing  store 

Ice  cream  store 


Photo  studio. 

Theater 

Blacksmith.. 
Radio  sales... 


Bicycle  repair  shop 

Manufacturer  of  recreation  equipment. 


Unknown 

Restaurant 

Dr> -goods  store. 

Dress  shop. 

Meat  shop 


$35  to  $50  per  month. 
$15  to  $45  per  month. 


$125  to  $175  per  month 


$500  to  $600  per  month. 
$75  to  $235  per  month. . 
$150  to  $325  per  month. 
$25  to  $65  per  month . . . 


$75  to  $150  per  month. 
$3  per  month 


$40  to  $100  per  month - 
$50  to  $70  per  month. . 


$115  to  $250  per  month. 
$500  to  $600  per  month . 


100 
43 


200 


40 

75 


20 

213 
116 
160 


100 


150 
40 


117 
20 


REGION  5 


Arkansas:  Little  Rock. 

Louisiana: 

De  Ridder 

New  Orleans 

Do 1. 

Ruston.. 

Missouri: 

Kansas  City 

Lake  Charles 

Lewi.ston  , 

St.  Joseph 

Do 

St.  Louis 

Do.. .- 

Vanduser... 

Oklahoma: 

Eldorado 

Pryor 

Texas: 

Brownsville 

Canutillo.. 

Dallas 

Do 

Dallas 

Fort  Worth 

Gainesville 

Houston 

Levelland 

San  Antonio 

Do 

Waco.. 


Dress  shop. 


Barber 

Union  headquarters. 
Compress  company. 
Shoe  repair 


Real  estate 

Unknown.. 

Store  buildings 

Popcorn  packaging. 

Restaurant 

Delicatessen 

Hardware  store 

Restaurant 


Drug  store. 
Restaurant. 


Tailor... 

Unknown 

Shoe  store 

Barber. 

Accoimting  firm 

Unknown 

Grocery  store 

Tailor. 

Dry  goods 

Hat  business 

Dental  supply  company. 
Garage 


$300  to  $500  per  month. 
$15  to  $40  per  month. . . 


$75  to  $200  per  month. 
$35  to  $45  per  month.. 
$40  to  $60  per  month.. 


$10  to  $12.50  per  month.. 

$25  to  $30  per  month 

$40  to  $100  per  month. . . 


$25  per  month. 


$75  to  $150  per  month. . 
$27.50  to  $35  per  month. 
$100  to  $140  per  month. 
$18  to  $30  per  month... 


$65  to  $100  per  month. 


66^ 

166 


50 


166 
28 
50 
75 
25 

20 

150 


50 


100 
100 

27 

40 

66H 


54 
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By  place  of  origin,  type  of  huHness,  amount  of  rent  increase — Continued 

REGION  6 


State  and  city 


Illinois: 

Chicago --- 

Fairfield    

Granite  City... 

Havana 

Do 

Highland  Park 
Sidell  .    

Iowa:  Des  Moines - 

Wisconsin: 

Neillsville 

Randolph 


Type  of  business 


Manufacturing 

Beauty  shop 

Dry  cleaner 

Hotel - 

Unknown -.- 

Physician 

Harness  and  shoe  repair. 
Unlfnown 


Auto  salesroom. 
Restaurant 


Amount  of  increase 


Amount 


$40  to  $75  per  month . . . 
$55  to  $85  per  month . . . 
$100  to  $150  per  month . 
$25  to  $37.50  per  month. 


$10  to  $15  per  month- . 
$75  to  $125  per  month . 

$35  to  $90  per  month. 
$30  to  $40  per  month. 


Percent 


mi 

55 
50 
50 


50 
150 

157 
3314 


REGION  7 


Montana:  Wibaux — 
New  Mexico:  Bayard. 


Auto  sales  and  service. 
Drugstore 


$32.50  to  $40  per  month.... 


23 


REGION  8 


California: 

Burbank 

Santa  Ana 

San  Diego 

San  Francisco. 

Do 

Do 

Santa  Monica. 
Los  Angeles... 

Do... 

Oakland 

Oeeanside 

Richmond 

Do 

Do 

Riverside 

Oregon: 

Portland 

Do 


Grocery 

Shoe  shop - 

Dry  goods 

do 

Unknown 

Storage 

Dress  shop 

Unknown 

Manufacturer,  sport  clothes. 

Office  space -- 

Dry  goods 

do 

Barber 

Furniture  store 

Auto  parts,  garage 


Body  works- 
Shoe  store... 


$10  per  month 

$75  to  $100  per  month. 


$375  to  $700  per  month. 
$250  to  $400  per  month. 


$250  to  $350  per  month 


mi 

110 


54 


60 
33H 
600 

600 


40 

45 


District  of  Columbia, 
Washington. 


Unknown — 


$40  to  $75  per  month 


87H 


Kinds  of  business,  April  1943,  November  19U 


Trade 


MANVFACTUBINO 


Clothing - 

Yams,  luggage,  lamp  shades,  novelties- 
Fabrics,  etc - 

Machine  tools,  metal  products 

Food  processing 

Diamond  cutter 

Furniture 

Hats 

Heavy  construction  machines 

Machines 1 


New  York 
City 


23 
6 

21 
6 


Office  equipment. 
Unknown 


Total. 


OflBce  space 

Dry  goods  and  apparel. 
Restaurant  and  hotel.. 


Other 


61 


12 
1 
1 


Total 


27 
ft 
24 
11 
4 
1 
2 
3 
1 
1 
1 
1 


21 


11 
12 
12 


82 


23 
13 
13 
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Trade 

New  York 
City 

Other 

Total 

M  ANUFACTURiNG— Continued 
Auto  parts  and  service  station 

1 
1 

10 
7 
1 
1 
2 
5 
1 
5 
3 
2 
4 
2 
2 
1 
1 
2 
1 
1 
18 

11 

Grocery  store 

8 

Jewelry  store 

1 

Storage 

2 

3 

Tailor 

2 

Beauty  shop  and  barbers 

5 

Paper  and  printing 

5 

6 

Drugstores 

5 

Other  retail  stores. 

2 
1 

5 

Wholesale.. 

3 

Shoe  shop 

4 

Dry  cleaner.. 

2 

Real  estate  office 

2 

Theaters 

1 

2 

Furniture  store .1 

1 

Shoe  repair 

2 

Blacksmith 

1 

Photo  studio 

1 

Unknown _ 

9 

27 

Grand  total . 

97 

125 

222 

Percentage  of  increase  in  rents  involved 

Percentage  of  increase 

New  York 
City 

Other 

Total 

10  to  49  percent 

29 
23 
10 

26 
28 

13 
5 
6 

48 

65 

60  to  99  percent 

61 

100  to  149  percent- 

23 

150  to  199  percent 

5 

200  percent  and  over 

1 
34 

6 

Not  indicated _            ^ 

82 

Total 

97 

125 

222 

Statement  by  Counsesl  on  Behalf  of  TRiNrry  Buildings  Corporation  of  New 
York  to  the  Senate  Banking  and  Cub»ency  Committee 

United  States  Realty  &  Improvement  Co.,  debtor,  a  corporation  engaged  in  the 
holding  and  operating  of  real  estate  and  interests  in  real  property  directly  and 
through  subsidiary  corporations,  is  presently  being  reorganized  under  the  provi- 
sions of  chlapter  X  of  the  National  Bankruptcy  Act,  and  is,  therefore,  subject  to 
the  supervision  and  jurisdiction  of  the  United  States  District  Court  for  the  South- 
ern District  of  New  York. 

The  debtor  referred  to  is  the  owner  of  all  of  the  equity  stock  of  the  Trinity 
Buildings  Corporation  of  New  York,  the  owner  in  fee  of  ill  Broadway  and  115 
Broadway,  New  York,  N.  Y. 

Ill  Broadway  is  a  21-story,  fireproof  office  building,  with  basement,  subbase- 
ment,  and  engine  room,  constructed  in  1905  on  approximately  18,936  square  feet 
and  has  280,859  square  feet  of  rentable  area. 

115  Broadway  is  a  21-story,  fireproof  office  building,  with  basement,  subbase- 
ment,  and  engine  room,  constructed  in  1907  on  approximately  16,592  square  feet 
and  has  254,068  square  feet  of  rentable  area. 

Both  of  the  aforesaid  properties  are  covered  by  la  first  mortgage  in  the  amount 
of  $3,710,500.  First  mortgage  bonds  in  this  amount  are  held  by  public  holders 
and  are  being  freely  traded  in  on  the  over-the-counter  market.  The  bonds  bear 
fixed  interest  at  3  percent  per  annum  and  additional  interest  of  1  percent  per 
annum  to  July  1, 1944,  and  2  percent  per  annum  to  maturity  on  July  1, 1949.  The 
tidditional  interest  is  accrued,  but  not  payable  before  maturity  except  out  of 
available  net  earnings. 
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As  of  October  31,  1944,  there  were  the  following  arrears  in  interest : 

(a)  Fixed    interest $93,813.80 

(ft)  Additional  interest 231,  906.  25 

Total 325,  720.  05 

As  of  October  31,  1944,  both  of  the  aforesaid  building  were  approximately  84 
percent  rented  and  had  a  rent  roll  of  approximately  $7.17.613.50.  If  the  remain- 
ing 16  percent  of  vacant  sp«ace  were  rented,  it  is  estimated  that  the  additional 
rental  income  would  be  $153,000.  At  present  rates,  the  rent  roll  expectancy,  with 
a  100  percent  occupancy,  would  be  $910,613.50.  Based  on  these  rents  when  ob- 
tained, the  anticipated  earnings  of  the  properties  would  permit  the  payment  of 
approximately  3  percent  of  interest  on  the  outstanding  first  mortgage  bonds. 

We  are  opposed  to  the  promulgation  of  legislation  which  would  freeze,  control, 
or  roll-back  commercial  rents.  If,  however,  this  committee  deems  it  necessary 
to  recommend  commercial  rent  control,  it  should  be  remedial  in  nature  so  that 
commercial  rents  will  be  stabilized  on  a  basis  that  would  be  fair  and  equitable 
to  both  landlord  and  tenant  alike.  We  do  not  believe,  however,  that  this  com- 
mittee should  recommend  the  enactment  of  any  legislation  that  would  freeze  or 
roll-back  commercial  rents  on  a  national  basis,  without  taking  into  consideration 
individual  problems  tliat  do  exist  in  countless  numbers  of  properties.  There 
should  be  provisions  in  any  proposed  legislation  so  that  existent  evils  would  be 
remedied  and  property  owners  who  have  maintained  a  fair  and  equitable 
relationship  with  their  tenants  would  not  be  unnecessarily  penalized. 

In  connection  with  the  properties  referred  to  in  this  memorandum,  the  owner- 
ship has  been  the  same  since  the  buildings  were  constructed.  The  statement  of 
arrears  indicates  that,  in  spite  of  a  rising  real  estate  market,  these  properties 
were  unable  to  pay  current  interest  and  accrued  additional  interest. 

If  the  rents  in  these  properties  and  others  similarly  situated  were  frozen,  the 
net  result  would  be  that  both  ownership  and  the  public  holders  of  first  mortgage 
bonds  would  suffer  substantial  financial  losses  because  the  fair  earning  power  of 
the  properties  would  be  impaired.  The  problem  that  is  presented  by  the  prop- 
erties mentioned  in  this  memorandum  undoubtedly  repeats  itself  many  times 
over  throughout  the  entire  country. 

We  respectfully  submit  that  any  legislation  that  may  be  recommended  by  this 
committee,  if  it  deems  it  necessary,  be  remedial  in  nature  and  that  it  address 
itself  specifically  to  any  evils  that  may  be  uncovered  as  a  result  of  these  hearings. 

Dated :  New  York,  November  29,  1944. 

Respectfully  submitted.  _ 

GoLDWATEE  &  Flynn,  Esqs., 

Attorneys  for  Trustee  of  United  States  Realty  and  Improvement  Com- 
pany, Debtor.  Otcners  of  Equity  Stoek  of  Trinity  Buildings  Corpo- 
ration of  Neic  York.  Office  and  Post  Office  Address:  60  East  Forty- 
second  Street,  Borough  of  Manhattan  17,  City  of  New  York. 


Statement  of  Pleatebs,  Stitchers  &  Embroiderers  Associatton,  Inc. 

I  should  like  to  make  the  following  statement  on  behalf  of  the  Pleaters, 
Stitchers  &  Embroiderers  Association,  Inc.,  located  at  113  West  Forty-second 
Street,  New  York  City.  ^^  .    , 

Some  of  the  experiences  of  our  members  in  attempting  to  renew  their  leases 
for  the  year  1945  throw  a  clearer  light  on  the  rent-gouging  situation  than  most 
of  the  cold  facts  and  figures  we  can  present.  For  example,  in  a  building  located 
at  256  West  Thirty-eighth  Street,  12  of  the  14  tenants  were  given  notice  that 
no  leases  would  be  renewed  and  that  they  must  vacate  by  January  31,  1945. 
To  stave  off  the  evictions,  it  required  the  intervention  of  the  mayor's  rent  com- 
mittee, friends  of  the  new  owner,  and  every  other  form  of  pressure  we  could 
exert  We  achieved  the  following  results :  1  tenant  was  raised  from  $3,600  to 
$7,000  per  year :  another  from  $3,300  to  $6,000  per  year :  2  from  $3,300  to  $6,200 
per  year ;  i  from  $3,000  to  $7,000  per  year  and  2  from  $3,500  to  $7,000  per  year. 
One  of  the  tenants  still  has  not  been  given  a  lease  and  the  eviction  order, 
stands  for  him.  Another  of  our  members  in  the  same  building  had  to  pay  $2,000 
to  a  cloak  and  suit  firm  who  had  purportedly  signed  a  lease  for  his  premises 
and  $250  to  the  real  estate  agent  for  the  privilege  of  renewing  his  lease  at 
$7,000  per  year.    He  paid  $3,500  last  year.    All  the  leases  were  for  11  months, 
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to  run  until  December  31st  instead  of  January  31st  when  most  leases  in  the 
area  expire.  As  there  is  no  moving  activity  at  that  time,  the  tenants  will  have 
no  place  to  go  and  they  will  again  be  completely  at  the  landlord's  mercy  in  less 
than  a  year. 

At  another  building  located  at  250  West  Fortieth  Street,  two  of  our  people 
have  received  eviction  notices.  In  one  case  we  found  that  the  firm  who  had 
taken  the  lease  over  our  member's  head  had  paid  the  agent  a  $750  bonus  for  it. 
This  tenant  has  been  in  the  same  building  for  the  past  13  years.  This  land- 
lord is  also  a  new  owner.  Another  of  our  member's  located  at  370  West  Thirty- 
fifth  Street  for  17  years  has  been  evicted.  In  none  of  these  cases  was  the  tenant 
even  given  an  opportunity  to  negotiate  a  new  lease.  One  of  our  members  lo- 
cated at  263  West  Thirty-eighth  Street  had  to  pay  a  $500  commission  to  the 
real  estate  agent  in  order  to  renew  his  lease  at  a  100  percent  increase. 

In  connection  with  a  set  of  figures  I  -should  like  to  submit,  may  I  say  that 
in  my  opinion  the  significance  lies  in  the  fact  that  in  most  cases  the  percentage 
of  increase  for  next  year  is  substantially  higher  than  the  increase  for  the 
present  year.  The  practice  of  negotiating  rentals  has  almost  entirely  disap- 
peared. In  few  cases  that  I  know  of  has  there  been  any  bargaining.  The 
agent  merely  delivered  the  lease  and  demanded  a  signature — or  else. 

Figures  showing  rental  increases  of  memhers  of  Pleaters,  Stitchers,  and 

Embroiderers  Association,  Inc. 


Building 


256  West  38th  St. 

Do 

Do. 

Do 

Do -.-- 

Do 

Do 

Do -- 

209  West  38th  St. 
315  West  36th  St_ 
347  West  39th  St. 
64  West  36th  St.. 
341  West  38th  St. 

Do 

Do 

Do -... 

315  West  38th  St. 
42  West  38th  St.. 

240  West  4Cth  St. 

Do 

Do 

Do 

270  West  39th  St. 
132  West  36th  St. 
142  West  24th  St. 
263  West  38th  St. 
270  West  39th  St. 
341  Wtst  38th  St. 
270  West  38th  St. 
129  West  27th  St. 
260  West  39th  St. 
307  West  36th  St. 
315  West  36th  St. 
120  West  31st  St.. 
341  West  38th  St. 

Do 

336  West  37th  St. 
29  West  38th  St.. 
212  West  29th  St. 
245  West  27th  St. 
313  West  37th  St. 
307  West  38th  St. 
48  West  37th  St.. 
239  West  39th  St. 

866  6th  Ave 

675  8th  Ave 

336  West  37th  St. 

241  West  36th  St- 
270  West  38th  St. 

242  West  36th  St. 


Tenant 


Excel  Novelty 

Continental  Embroiders. . . 

Reinad  Novelty 

Kramer  Embroiders. 

Style  Metal 

Blumenstein-Ro6S 

Allied  Accessories. 

New  England  Plastic 

North  Pleating.- 

Chrysler  Novelty. 

Tailored  Pleating 

Harry  Garter 

T.  «t  S.  Pleating... 

Jafferson  Pleating 

Madame  Sabo 

Lynn  Sportswear 

Tremont  Pleating.. 

Ever-Ready  Stitching 

Amelia  Art  Embroiders 

Aida  Lehman 

North  Star  Coat 

L.  Perlman 

Normandie  Stitching 

Aero  Novelty 

Merit  Pleating 

Service  Trading  Co 

liCo  Art -. 

Enterprise  Tucking 

Bijou  Embroiderers 

Louis  Sadt 

Rite- Vogue 

Better  Made-RcxalL. 

Senate  Embroidery  Works. 

Artcraft  Embroiderers 

Enterprise  Tucking 

Annette  Embroidery 

Jay-Cee  Embroidery 

Public  Art  Embr 

Algy  Trimming. 

Jaffee  Pleating 

Vogue  Pleating 

Marvel  Pleating..  

U.  S.  Stitching... 

I.  Leibman 

S.  &  W.  Pleating 

Abee  Novelty 

Albee  PUatipg 

Brody  Embroidery 

Carlton  Tucking 

Continental  Art 


Rentals 


1943 


$3,000 
2,040 
1.600 
2,000 
2,000 
2,200 


1,990 


1,836 
720 
2,100 
1,800 
1.240 
1.250 
2,200 


1,309 

1,100 

1,300 

540 

861 

4.000 

4.400 

840 

1,100 

1,020 


3,300 
600 
3.200 
7.920 
1,500 


1,500 
1,600 
1.100 
1.200 
2,580 
2.250 
1,200 


1944 


$3,600 
3,500 
3,300 
S,300 
3.000 
3.500 
3,000 
3.500 
5,000 
4.200 
2.160 
1.750 
3.000 
2.900 
3.100 
1,000 
2.400 
1.800 
2,  336 
984 
2.700 

2.  hX) 
1.560 
1.500 
2.800 
1.500 
2.04C 
1.650 
1,5.50 

600 
974 
4,600 
4,600 
1.380 
1.650 
1,200 
1.200 
4,800 
900 

3.  .500 
8.412 
1.800 
4.800 
1.800 
1.710 
1,  SCO 
1.440 
3.000 
2.400 
1,400 


1945 


$7,000 
7.000 
6,000 
6,200 
7.000 
7.0C0 
7.000 
7.000 
8,500 
7,000 
2,700 
2.800 
4.000 
4,000 
4,600 
1.960 
3.400 
3.000 
3.750 
1,800 
3.750 
3.650 
2.280 
2.000 
3,700 
3.000 
2.700 
2.  500 
2.000 

SCO 
1.168 
5.000 
5,000 
1.800 
2,500 
1,920 
1.6C0 
6.210 

960 
4,400 


2.200 
7.200 
2.200 
2,000 
2,350 
1,920 
4,000 
3.000 
1,700 
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Amebican  Warehousemen's  Association, 

Merchandise  Division, 

Chicago,  III.,  November  30,  1944. 
Hon.  Robert  F.  Wagner, 

Chairman,  Senate  Committee  on  Banking  and  Currency, 

Washington,  D.  G. 

My  Dear  Mr.  Wagner:  The  American  Warehousemen's  Association,  consisting 
of  the  National  Association  of  Refrigerated  Warehouses  and  American  Ware- 
housemen's Association,  Merchandise  Division,  is  the  recognized  spokesman  for 
the  public  cold  storage  and  the  general  merchandise  warehousing  industries. 
Many  members  of  these  industries  are  seriously  concerned  with  the  implications 
and  possible  effects  of  Senate  bill  2176. 

Without  questioning  the  need  for  temporary  control  of  rents  for  certain  types 
of  business  property  in  war  congested  defense  areas,  we  feel  that  entirely  unwar- 
ranted restrictions  and  unreasonable  hardships  may  result  from  the  passage 
of  this  legislation  in  its  present  very  broad  form.  If  rent  control  and  price 
"freezing"  as  now  applied  to  housing  accommodations  is  extended  to  all  business 
accommodations,  regardless  of  their  type  and  the  nature  of  their  use,  the  resulting 
confusion  is  likely  to  interfere  materially  in  the  carrying  on  of  important  activities 
essential  to  the  prosecution  of  the  war  and  to  maintenance  of  civilian  life.  A 
single  example,  directly  related  to  public  warehouse  operations  is  cited  in  the 
following  paragraphs.    Many  others  could  be  mentioned. 

In  the  major  ocean-port  cities  many  of  the  water-front  facilities  are  privately 
owned  or  owned  by  the  State  or  other  political  bodies.  The  piers  and  wharves  are 
leased  to  ocean  steamship  operators,  barge  lines,  freight  transfer  and  forwarding 
companies,  and  those  furnishing  necessary  services  to  such  activities.  Warehouse 
and  industrial  facilities  on  or  adjacent  to  the  piers  are  leased  to  companies 
storing,  processing,  or  manipuhiting  commodities  water-borne  to  or  from  the 
piers  in  foreign  or  domestic  commerce. 

Because  of  the  nature  of  the  activities  carried  on  at  such  facilities  long  tenure 
of  occupancy  is  an  important  factor  in  lease  agreements,  some  of  which  cover 
I)eriods  of  up  to  10,  15,  or  even  25  years.  Over  long  periods  of  time  the  low 
rentals  resulting  from  leases  made  in  years  of  business  depression  "average  out" 
with  rentals  negotiated  in  better  times. 

Freezing,  at  abnormally  low  prices  established  during  the  depression  years,  of 
leases  now  about  to  expire  would  constitute  a  double  hardship  on  owners  of  such 
properties.  In  the  first  place  it  would  keep  rental  prices  in  many  instances  below 
the  present  costs  of  financing  and  maintaining  the  facilities,  costs  now  being  un- 
usually high  because  of  high  material  and  labor  rates.  In  the  second  place, 
because  of  the  custom  of  leasing  for  long  i)erio(ls,  such  freezing  of  prices  would 
tend  to  prolong  the  low  rentals  into  the  uncertain  future  of  the  reconversion  and 
post-war  periods. 

Substantially  similar  conditions  exist  with  respect  to  warehouse  space  remote 
from  the  water  front  in  port  cities  and  warehouse  space  in  inland  cities. 

It  may  not  be  obvious  how  this  situation  might  interfere  with  essential  war 
activities.  The  danger  lies  in  the  fact  that  many  of  the  owners  of  such  properties 
are  really  operating  portions  of  them  in  activities  for  which  there  are  insuflicient 
facilities  now  available.  If  unable  to  renew  expiring  leases  except  at  noncom- 
pensatory prices  they  might  be  driven  by  economic  considerations  to  operation 
of  the  properties  in  more  remunerative  lines.  The  consequent  interruption  of 
present  operations  could  be  serious  in  its  impact  upon  war  activities  and  man- 
power utilization. 

We  earnestly  urge  that  any  extension  of  rent  control,  in  fact  of  any  emergency 
wartime  resti'ictious,  be  carefully  scrutinized  and,  if  determined  to  be  essential 
to  the  prosecution  of  the  war,  that  it  be  strictly  limited  to  such  essential  need. 

Respectfully  submitted. 

Charles  B.  Nichols, 
Secretary,  American  Warehousemen's  Association,  Merchandise  Dimsion. 
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Statement  of  the  New  York  City  Consumer  Council  on  Control  of  Commercial 

Rents 

The  New  York  City  Consumer  Council,  a  federated  organization  whose  75 
affiliates  have  over  a  half  a  million  members  in  New  York  City,  urges  that  you 
act  favorably  on  proposals  to  put  ceilings  on  commercial  rents. 


We  are  of  the  opinion  that  this  is  not  a  local  problem.  It  must  be  handled 
by  national  legislation.  Investigations  have  shown  not  only  that  a  dangerous 
situation  exists  in  New  York,  but  that  rent  rises  are  also  a  threat  in  Philadelphia, 
Washington,  and  New  Orleans  among  other  places.  We  w^ould  like  to  put 
special  emphasis  upon  the  fact  that  lofts  in  New  York  City,  used  for  manufactur- 
ing purposes,  serve  national  needs  and  a  rise  in  the  cost  of  rent  increases  the 
cost  of  the  product  which  is  manufactured.  This  is,  therefore,  a  direct  threat 
to  the  effective  functioning  of  price  control.  All  consumers,  regardless  of  where 
they  live,  are  affected,  hence  an  increase  in  commercial  rents  in  New  York 
Oity  endangers,  directly,  the  standards  of  living  of  the  whole  Nation. 

There  is  a  shortage  of  lofts.  Plants  making  clothing,  medical  supplies,  process- 
ing foodstuffs,  etc.,  face  the  necessity  of  moving  out  of  town  or  going  out  of 
business.  This  is  a  serious  threat  to  New  York,  involving  unemployment  and 
chaos. 

The  greed  of  the  landlords  must  be  controlled,  in  the  interest  of  the  peoples' 
welfare  and  the  war  effort.  We  submit  an  example  of  this  unpatriotic  greed. 
On  the  premises,  105  East  Sixteenth  Street,  Manhattan,  is  a  concern  engaged 
in  war  industry.    This  firm  has  occupied  the  same  premises  for  20  years.     Until 

1942  they  had  been  given  a  3-year  lease  which  was  renewed  periodically.  In 
February  1943,  the  owner  refused  to  give  the  customary  3-year  lease  and  sub- 
mitted a  1-year  lease.     In  1942,  the  annual  rental  for  3%  floors  was  $5,0C0.     In 

1943  this  rent  was  raised  to  $6,600  for  the  year.  For  1945,  the  landlord  is 
demanding  a  5-year  lease  at  an  annual  rental  of  $16,000. 

We  believe  that  this  example,  which  is  one  of  many,  indicates  that  there  must 
be  no  delay  in  initiating  commercial  rent  control.  We  recommend  that  the 
Oflice  of  Price  Administration  be  given  the  authority  to  determine  where  com- 
mercial rent  control  is  needed,  and  to  institute  it  in  all  danger  areas.  This 
should  be  accompanied  by  a  substantial  appropriation  for  the  Office  of  Price 
Administration  so  that  it  can  take  on  the  extra  job  and  do  it  effectively. 

The  need  for  action  is  urgent.  We  ask  that  you  enact  proper  legislation 
immediately  for  the  protection  of  the  consumers,  workers,  and  businessmen 
against  the  extortionate  greed  of  the  landlords. 

Mildred  Gutwiltjo, 

Chairman, ' 
Jeanetfe  S.  Turner, 

Secretary, 

Washington,  D.  C,  December  4,  J9H- 
Hon.  Robert  F.  Wagner, 

Chairman,  Senate  BanJxing  and  Currency  Committee, 

Washington,  D.  C. 

My  Dear  Senator  :  In  lieu  of  a  personal  appearance  before  your  commitee  with 
reference  to  the  freezing  of  commercial  rents,  I  am  submitting  the  following  state- 
ment for  your  consideration. 

According  to  the  1939  United  States  census  reports,  there  were  6,893  retail 
stores  in  the  District  of  Columbia,  3,830  service  establishments,  and  753  wholesale 
establishments,  or  a  total  of  11,476  store  properties. 

Some  while  ago  an  article  appeared  in  a  newspaper  stating  that  one  landlord 
was  attempting  to  raise  commercial  rents  unreasonably.  Apparently  on  the 
strength  of  this  report.  Congressman  Randolph,  chairman  of  the  District  House 
Committee,  through  the  press,  stated  that  anyone  whose  rent  was  being  raised  at 
this  tiihe  should  furnish  such  information  to  Mr.  Cogswell,  Rent  Administrator  of 
the  District  of  Columbia. 

Congressman  Randolph  and  Mr.  Cogswell  have  both  authorized  me  to  state  that 
of  the  complaints  received  by  them,  less  than  a  dozen  in  all,  upon  investigation 
it  was  found  that  the  increases  were  not  large  and  not  found  to  be  unreasonable, 
except  in  one  instance. 

In  my  judgment  it  would  be  next  to  impossible  to  freeze  commercial  rents  on 
any  equitable  basis  du«  to  the  complexity  of  lease  agreements.  Some  while  ago 
the  office  of  the  Corporation  Counsel  for  the  District  of  Columbia  felt  that  it  would 
be  desirable  to  standardize  commercial  lease  forms.  I  furnished  them  with  about 
a  dozen  various  leases  and  after  going  over  the  same,  they  sent  them  back  stating 
that  it  was  impossible  to  standardize  this  type  of  lease. 

In  cases  of  long-term  leases  made  at  a  period  when  rents  were  at  a  low  ebb — 
at  the  time  of  the  expiration  of  such  a  lease  or  a  renewal  thereof,  or  the  re-leasing 
of  the  property  to  a  new  tenant,  the  rental  value  of  the  property  may  be  either 
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up  or  down.  There  are  leases  contaiiiiug  stepdown  clauses  as  to  rent.  I  will 
call  your  atteution  to  one  where  the  rental  started  at  $22,500  for  the  first  5  years, 
$20,000  for  the  next  period  and  $17,500  for  the  remaining  period  of  a  20-year 
lease. 

Another  such  case  is  a  drug  store  near  the  Union  Station  where  the  lease  called 
for  a  rental  of  $1,000  Tper  month  for  the  first  5  years  of  the  term,  and  $500  per 
month  for  the  second  5  years  of  a  10-year  lease.  If  these  leases  were  frozen  from 
the  first  term  it  might  seriously  affect  the  business  of  the  tenant  occupying  the 
premises. 

A  lease  to  a  shoe  concern  on  a  percentage  basis  with  a  fixed  minimum  rental : 
The  Government  took  a  large  part  of  the  output  of  the  factory  furnishing  the 
retail  store.  We  reduced  the  fixed  rent  for  a  limited  time.  The  tenant  is  now 
willing  to  pay  the  same  rent  as  heretofore. 

Many  large  stores  renting  out  various  departments  on  a  jjercentage  basis  with 
a  fixed-minimum  rent,  such  fixed-minimum  rent  l)eing  on  a  sliding  scale.  The 
first  term  is  generally  at  a  lower  figure  until  the  business  becomes  established. 

There  was  a  91>-year  lease  on  the  Belasco  Theatre  at  an  annual  rental  of  $6  0:  0 
plus  taxes,  which  amounted  to  $7,000.  This  building  is  now  obsolete  for  the  pur- 
pose for  which  it  was  built,  and  until  recently  was  unoccupied  for  quite  a  while. 
If  the  rental  were  frozen  the  lessee  could  not  have  created  a  new  improvement. 
In  this  case  the  leasehold  was  more  valuable  than  the  fee.  The  Government 
recently  purchased  this  property. 

There  are  leases  in  effect  where  the  rental  is  appraised  every  5  years. 

Another  lease,  made  many  years  ago  at  a  rental  of  $14,000  per  annum  net  to  the 
owner.  The  tenant  desired  to  move  to  a  new  location,  and  sublet  this  property  for 
the  balance  of  the  term  of  his  lease,  which  had  approximately  2  years  to  run  at 
$21,500  per  annum  on  a  net  basis,  with  the  consent  of  the  owners  of  the  property. 

At  the  time  of  the  subletting,  the  sublessee  entered  into  a  lease  with  the  owners 
for  a  period  of  21  years  at  a  rental  of  $21,500  plus  taxes  for  11  years,  and  a  rental 
of  $22,500  per  annum,  plus  taxes,  for  the  last  10  years  of  the  term.  Lessee  agreed 
to  insure  the  property  and  maintain  the  same.  What  would  happen  to  a  lease 
of  this  type  if  the  rent  were  frozen  during  the  period  of  subletting? 

Herewith  are  several  copies  of  the  various  i)ercentage  tables  compiled  for  the 
National  Real  Estate  Journal  which  is  a  guide  for  both  landlord  and  tenant  as  to 
the  amount  of  jiercentage  which  may  be  paid  for  various  types  of  property. 

Due  to  the  complexity  of  administering  the  freezing  of  commercial  rents,  I  do 
not  believe  this  could  be  accomplished  on  a  basis  favorable  to  both  landlord  and 
tenant. 

Respectfully  yours, 

H.  Clifford  Bangs. 


Type  of  store 


Art  shops.-- - 

Auto  accessories - 

Auto  agencies 

Bakeries 

Barbershops - -- 

Beauty  shops  (merchandise) 

Beauty  shops  (service) 

Beer  parlors 

Books  and  stationery 

Books,  second-hand - 

Candy 

Candy  (with  luncheon) -. 

Cigars  and  tobacco 

Cleaning  and  dyeing -  - 

Cocktail  lounge.-- 

Credit  clothing 

Depart meiit  stores .- - 

Drug  stores  (chain) - 

Drug  stores  (individual) 

Electrical  goods.- 

Florists 

Fruit  stores - 

Fruits  and  vegetables - 

Furs - 

Furniture - 

Furniture  (credit) 


Percent  for  rent 


Bangs 


10 
10 


6-8 
12 


to  20 


8-10 
8^10 


5-  6 
8-10 
8-10 
5-  7 
3-4 
4 
7 


12 
10-15 


10-12 

6 

5-6 


Beggs 


8    -10 
6-8 


5    -6 

10 

10 

10    -13 

8 

10 

12 

10    -12 


6-7 

8 

8 

4-6 

2H-4 

4-7 

8 

6-6 

8    -10 


8    -10 
5-6 

6    -7 


Campbell 


8-10 
5-  7 

2-2H 
6-8 
15 


IS 

io^i2 


10-12 
^10 
6-  6 


5-6 
3-  4 
6-  8 
8-10 


10-15 


8-10 
6-8 
4-  6 


Roe 


10  -12 
6-8 

1M-2H 
6-7 
0    -15 
10 

12^-15 
8  -10 
8    -10 

12    -15 

7  -10 
10    -12H 

5    -6 
10 

8  -10 
5-8 
3-4 
5-7 
6-9 
5-7 

10    -15 


10  -12 
8  -10 
5-7 
6-8 


Slosson 


10 

7    -10 

3-4 

6-9 

10    -15 

10    -15 

15    -20 


10 

-12 

12 

-15 

8 

-10 

7 

-10 

• 

8    -10 

7  -10 
3-5 
6-9 

8  -10 
5-7 

10  -12 
12  -15 
12    -15 

8  -10 
8 

8    -10 
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Type  of  store 


Oarage  (storage) -.. 

Gas  stations 

Grocery  stores  (ordinary) 

Grocery  stores  (chain) 

Hardware -.- -.. 

Hosiery  and  knit  goods 

Jewelry 

Jewelry  (cheap  costume) - 

Jewelry  (exclusive) _. 

Linens 

Liquor  stores 

Meat  markets _- 

Meat  markets  (chain).. 

Men's  clothing 

Men's  furnishings 

Men's  hats - 

Men's  shoes 

Men's  shoes  (volume) 

Men's  tailors.-- 

Millinery _- 

Motion  pictures - 

Optical  stores 

Paint,  wall  paper  supplies.. 

Parking  lots 

Pianos  and  musical  instruments - 

Radios _ 

Radios  and  electrical 

Restaurants __ 

Cafeterias -. 

Luncheonettes - 

Tearooms ^^.. 

Specialty  stores  (nonadvertising) 

Sporting  goods... 

Theaters  (combination  vaudeville  and  motion  pic- 
tures).  

Trunks  and  leather  goods 

Women's  cloaks  and  suits 

Women's  cotton  wear 

Women's  furnishings 

Women's  shoes 

Women's  shoes  (volume) 

5-cent,  10-cent  or  25-a3nt-$2  stores 


Percent  for  rent 


Bangs 


21 

6 

2-3 

6-  8 

10 

8-10 

10-15 

4-  5 
12-15 

5-  8 
5-  6 


5-  7 
10 

6-  8 

6-  8 
5-  6 

7-  8 
10-12 


10-15 


6-  8 

5-  7 

8 

8-10 

5-  7 

10 

10 

7-8 

7 


10 

7-  8 


8-10 
8-10 

e-  7 

5-  7 


Beggs 


0) 

'5 
3-5 
2-3 
5-7 

7  -10 

8  -10 

10 
8  -10 
8    -10 


4-5 


5-6 
7-9 
7-9 
6-8 
5-6 
6-7 
12H-15 
8  -10 
8    -10 


50 

6 

6 

6-8 

5    -10 

7-8 

6-8 

5 

8    -10 

■    6 


10 
6-8 
7 
6-8 
8  -10 
6-8 
4-6 


Campbell 


M 

3-  5 

2-  3 

6-  9 

10 

10-12 

12 

12-15 


7-  8 

5-  7 
4-  6 

6-  8 
10 

8-10 

7-  8 
6-  8 


10-15 
15-20 
10-12 


8-10 
8-  9 
7-  8 
8-10 
10 
8-10 
7-  9 

12-15 
10 

7-  8 


8-10 

7-  8 
6-  8 
5-  7 


Roe 


Slosson 


40    -50 

(*) 
3-5 
2>i-4 
5-7 
8  -10 
8    -10 


10    -15 


5-7 
4-6 
6-8 
8  -10 
8  -10 
7-9 
6-8 


10  -15 
15  -20 
10    -12 


50 
6-8 
6-8 


8    -10 
5    -7 


6-8 

12^^ 
8  -10 
6-8 
8 
8  -10 
7  -10 
6-8 
5-7 


40  -50 
(*) 

6-8 
2>^4 
6-8 
8    -10 

10    -12 
12 

10    -15 

10  -15 
7-9 
4-6 
4-6 

6  -8 
8  -11 
8    -12 

7  -10 
6-8 
7-9 

12    -15 

12>2-25 

10    -12 

10 

40    -50 

7-9 

6-9 


8    -10 

7  -8 

8  -10 

10 


8    -10 


8    -10 

7  -9 

8  -10 
8  -10 
8-  10 
6-8 
5-8 


1  Storage,  45  percent;  sales,  10  percent. 

^  l'/2  cents  per  gallon. 

s  Or  1  cent  per  gallon. 

*  1  oont  oer  rallo.a:  1  cent  per  quart  on  oil. 

^yhat  percentage  of  gross  sales  can  stores  pay  for  rent  under  the  percentage  type  of  lease? 


In  the  com- 


.,..i.c,.  i^v. ».v.xvi.sv,  wi  e.^»^o  oa.t,o  v.a±i  oi/vjico  ^jay  lyji  iciit  uiiut:i  iiiv-  ix'i cfiiiage  lypL'  oi  lease,  xn  me  com- 
posite table  above  5  store  leasing  experts  in  different  sections  of  the  country  give  the  answer  They  are- 
H.  Clifford  Bangs,  Washington,  D.  C;  George  J.  Beggs,  of  Norris,  Beggs  &  Simpson,  Portland,  Oreg.; 
Harry  b.  Campbell,  of  Vought,  Campbell,  Ward  &  Co.,  New  York  City;  Stanley  Roe,  of  the  Mark  Levy 
Realty  Co.,  Chicago;  and  Frank  S.  Slosson,  of  Hooker,  Slosson  A-  Randell,  Chicago.  All  of  these  figures 
have  been  checked  recently  with  the  authors,  and  are  reliable  as  general  guides  in  store  leasing.  All  of  the 
authors  agree  that  in  individual  deals  there  are  many  factors  which  will  influence  the  final  perct>ntage 
these  figures  being  only  guides. 


Statement  of  Building  Owners  and  Man.\gers  Association  of  Los  Angeles  in 

THK  Matter  of  S.  217G 

Honorable  Senate  Committee  on  Baniong  and  Currency:  Comes  now,  the 
Building  Owners  and  Managers  Association  of  Los  Angeles,  reflecting  the  views 
of  the  major  office  and  loft  buildings  in  the  Lt>s  Angeles  area,  with  first-hand 
knowledge  of  the  subject  hereof,  and  respectfully  submits : 

1.  This  association  is  unalterably  opposed  to  the  form,  substance,  and  intent 
of  S.  2170  and  earnestly  emphasizes  that  factual  studies  recently  made  by  Feileral 
Government  agencies  show  that  legislative  control  of  rentals  of  commt^rcial,  iu- 
dustrial,  and  business  occupancies  is  neither  necessary  nor  justified. 

2.  This  Association  further  points  out  that  Federal  Government  agencies  have 
indicated  that  complaints  of  rent  increases  on  commercial  and  business  occu- 
pancies are  largely  localized  in  New  York  City,  and  therefore,  the  subject  of 
S.  2716  is  not  one  for  Federal  action  but  for  State  regulation. 

3.  This  association  also  directs  attention  to  the  impracticability  of  applying 
the  Gflice  of  Price  Administration  regulatory  powers  to  commercial'  and  business 
real  property  surrounded  with  conditions  which  differ  no  end  from  conditions 
that  attend  residential  proi)erties. 
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1.  The  Senate  Small  Business  Committee  is  reported  to  have  recently  deter- 
mined on  the  basis  of  factual  studies  made  by  the  United  States  Department  of 
Commerce  and  by  the  Smaller  War  Plants  Corporation  that  the  problem  posed 
by  excessive  increase  in  commercial  rentals  is  not  national  in  scope  at  this  time 
and  Federal  regulation  from  the  Office  of  Price  Administration  or  othervirise 
would  not  now  be  justified. 

2.  The  Senate  Small  Business  Committee  also  reportedly  pointed  out  that  a 
**pressing  need  exists  in  the  city  of  New  York  for  prompt  remedial  action"  which 
suggests  not  Federal  action  but  as  a  municipal  and  State  affair  to  be  dealt  with 
as  a  local  regulation. 

3.  Should  the  Congress  of  the  United  States  adduce  facts  that  make  it  neces- 
sary and  justifiable  to  extend  Federal  control  to  real  property  privately  owned 
and  leased  to  war  industries  and  businesses,  that  control  would  of  necessity  have 
to  be  entirely  different  from  the  current  approach  of  the  Office  of  Price  Adminis- 
tration regulations  to  residential  properties. 

There  are  innumerable  and  varying  situations  that  attend  different  classes  of 
leases  and  contractual  relations  on  business  properties,  leaseholds,  and  ground- 
leases.  Legislation  in  this  resi)ect  should  be  incorporated  in  a  separate  bill,  with 
definite  and  precise  provisions  and  requirements  and  with  workable  formulas 
clearly  set  out  in  the  act.  Many  different  conditions  would  have  to  be  provided 
for  in  such  a  bill  in  order  that  all  concerned  might  understand  the  requirements, 
and  enforcement  thereof  be  made  feasible. 

In  the  event  that  your  honorable  committee  develops  justifiable  reasons  for 
considering  a  workable  measure  of  the  type  hereinabove  discussed,  this  associa- 
tion will  be  glad  to  cooperate  fully  and  assist  in  the  outlining  of  a  tentative  draft 
of  such  a  measure. 

4.  In  the  Los  Angeles  area,  for  example,  no  occasion  exists  for  control  of  rents 
of  commercial  and  business  occupancies.  Investigations  made  here  by  govern- 
mental agencies  and  results  thereof  confirm  this  view. 

Studies  submitted  from  Experience  Exchange  Survey  conducted  under  the 
auspices  of  the  National  Association  of  Building  Owners  and  Managers  and  cov- 
ering some  451  proporties  in  77  cities  (an  annual  survey  that  has  been  made  each 
of  the  past  24  years)  confirms  facts  here  submitted. 

This  ^association  in  a  survey  made  last  month,  and  on  the  basis  of  written 
reports  submitted  by  managers  of  1.50  office  and  loft  buildings,  further  confirmed 
contention  offered,  that  no  need  exists  in  the  Los  Angeles  area  for  control  of 
rentals  of  commercial  and  business  occupancies.  Rentals  in  93  buildings  were 
rejjorted  unchanged,  3  building  reported  decrease  in  rentfils,  and  45  buildings 
had  adjusted  rentals  on  the  few  new  tenants. 

This  association  observes  trends  of  every  nature  in  the  major  office  and  loft 
buildings  in  the  Los  Angeles  area.  On  the  basis  of  information  at  hand  complaints 
from  tenants  have  been  practically  nil  and  in  almost  all  ceases  where  adjustment 
of  rentals  were  made  commensurate  with  increased  costs  of  operation,  tenants 
have  cooperated  cheerfully  and  in  many  instances  expressed  wonderment  that 
such  adjustments  hlad  not  been  made  long  ago.  Rentals  in  the  Los  Angeles  area 
have  been  subnormal  for  more  than  12  years.  Current  rentals  are  from  30  to 
50  percent  below  the  rates  of  12  years  ago  and  below  the  rentals  for  which  the 
buildings  were  designed  in  order  to  produce  the  customary  return  on  capital 
invested. 

Respectfully  submitted. 

Mark  C.  Cohn, 
Executive  Secretary  and  General  Man<iger, 
Building  Oicners  d  Managers  Association  of  Los  Angeles. 


Washington,  D.  C,  November  30,  1944. 
Re:  S.2176. 
Hon.  Robert  F.  Wagner, 

Chairman,  Senate  Banking  and  Currency  Committee, 

Senate  Office  Building,  Washington,  D.  C. 

Dear  Skivatcb:  I  am  general  counsel  of  the  Commercial  Tenant's  Protective 
League  of  this  city.  Being  interested  in  commercial  rent  control,  we  were  con- 
cerned that  S.  2176  did  not  affect  the  District  of  Columbia  in  which  numerous 
cases  of  rent-gouging  have  been  uncovered. 
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I  attended,  for  a  short  time,  the  hearing  on  the  matter  today  and  heard  a 
small  portion  of  the  testimony  of  a  gentleman  from  New  York.  I  was  unable  to 
remam  and  have  important  engagements  which  will  prevent  my  attendance 
tomorrow  Therefore,  I  ask  your  indulgence  to  peimit  me  to  file  a  memorandum 
Which  will,  I  think,  give  your  committee  more  light  on  the  subject 

The  Senate  Small  Business  Committee  held  some  hearings  touching  on  com- 
mercial rents  in  July  lf!44.    As  to  the  District  of  Columbif,  I  was  advisedTy 

fn  f hi^'L  ^"/"'"^T'  5¥"*5^an  of  that  committee,  that  the  matter  had  been  referred 
to  the  Senate  District  Committee. 

I  was  considerably  surprised  this  morning  to  hear,  in  the  hearing,  the  questions 
concerning  mortgages,  etc..  raised.  In  my  opinion  the  speakers  did  not  have 
knowledge  of  how  these  speculative  interests  operate.  This  method  of  operation 
not  denied  by  anyone,  is  completely  set  forth  on  pages  4696  and  4697  of  the  tran- 
script of  hearings  before  the  Senate  Small  Business  Committee,  and  I  attach 
hereto  the  pages  mentioned.  You  will  also  notice  that  quotations  from  the  Bul- 
letin of  the  National  Association  of  Building  Owners  and  Managers,  which  I  note 
from  the  press  is  scheduled  to  be  heard  by  your  committee  through  its  president 
are  included.  In  my  opinion,  the  Bulletin  contained  quite  some  "brag,"  and  in 
fact,  states  that  said  association  sits  in  "on  the  discussions  when  important 
decisions  are  made."     I  have  an  original  copy  of  the  Bulletin 

We  were  just  this  minute  advised  by  telephone  that  a  District  of  Columbia 
organization  engaged  in  war  work  and  which  has  been  the  subject  of  a  recent 
rent  gouge  which  will  put  them  out  of  business  is  unable  to  appear  before  vour 
committee  because  the  executives  will  necessarily  be  out  of  the  city  tomorrow  and 
time  cannot  be  found  for  them  today. 

At  any  rate  I  think  the  Senate  Small  Business  Committee  had  details  of  not 
less  than  16  cases  of  rent  gouging  in  the  District  of  Columbia  before  it  The 
??.  .  .^  ?i}^^^^^.  ^^^^^  ^^^  ^*'"  ^'^  *^s  possession  or  in  the  possession  of  the  Senate 
District  Committee.  The  increases  range  from  30  to  250  percent  within  the  nast 
year.  ^ 

Witliin  the  past  30  days  an  increase  from  the  sum  of  $100  per  month  to  $145 
per  month  for  office  space,  identical  service,  identical  space,  has  been  called  ro 
our  attention.    The  tenant  will  not  permit  the  use  of  his  name  as  he  fears  reprisal 
Other  similar  increases  have  been  made  and  are  still  being  made  in  the  same 
building. 

The  Brandler  Restaurant,  mentioned  in  the  transcript  attached,  is  out  of 
business.  He  was  forced  out  as  appears  in  tl.e  transcript.  It  is  now  reported  that 
the  owner,  one  George  Papanicolas,  was  contemplating  at  the  time,  and  is  now 
proceeding  with,  the  operation  of  a  restaurant  where  he  forced  Brandler  out  and 
has  offered  Brandler  some  kind  of  a  partnership  if  he,  Brandler,  would  secure 
retraction  of  Brandler's  statement  about  the  rent  gouge. 

The  question  of  "investment"  in  the  property  is  all  well  and  good  if  considered 
in  a  logical  manner.  By  that  I  mean  that  unquestionably  a  man  is  entitled  to 
a  fair  return  on  his  investment  and  a  reasonable  profit— despite  the  fact  that  the 
Office  of  Price  Administration  may  not  .so  regard  it  when  it  comes  to  fixing  the 
sellmg  price  of  clients  of  mine  who  retail  meat,  sandwiches,  foods,  clothing  etc 
but  simply  because  the  owner  of  realty  has  an  'investment"  he  should  no  more  be 
free  of  control  than  the  retailer  who  likewise  has  a  proportionately  greater  in- 
vestment, viz,  his  livelihood,  but  is  "frozen"  as  to  what  he  may  charge 

Theoretically  the  Office  of  Price  Administration  may  grant  the  retailer  an 
increase  in  selling  price  if  he  can  show  increased  costs.  The  same  should  properly 
be  true  of  commercial  rents  if  the  owner  can  show  an  increase  in  costs^either 
interest,  costs  of  maintenance,  or  otherwise— but  he  cannot  be  trusted  to  be  free 
of  control  any  more  than  any  other  opportunist  as  has  been  amply  demonstrated 
by  actions  of  these  opportunist  landlords.  * 

Members  of  the  Commercial  Tenants  Protective  League  are  fearful  of  reprisal 
I  have  talked  to  them  with  tears  in  my  eyes,  figurativelv,  but  they  are  afraid  of 
retaliation  and,  in  many  instances  will  talk  to  me  under  promise  of  strict  con- 
fidence oul.v. 

In  the  District  of  Columbia,  because  of  Government  activities,  there  are  no 
vacant  offices.  In  fact  it  is  known  that  in  some  cases  tenants  have  had  to  "fold 
up"  because  of  rent  gouging  and  then  the  space  was  rented  to  foreign  govern- 
ment agencies  who  are  not  limited  in  the  amount  they  may  pay  for  office  space 
as  the  United  States  Government  is.  Thus,  our  own  Government  is  affected 
because  lend-lease  is  supplying  some  of  these  foreign  agencies  who  thus  secure 
space  which  perhaps  our  Government  would  like  to  have  but  cannot  pj'v  the 
asked  and  demanded  price  for  it. 
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We  submit,  S.  2176  should  be  amended  to  include  the  District  of  Columbia  and 
passed.  Perhaps  it  should  further  be  amended  to  speeitieally  allow  a  reasonable, 
but  specific,  return  on  the  appraised  valuation  of  the  property.  That  would  avoid 
allowance  for  mortgages  "of  convenience". 

Respectfully,  ^    ^, 

RiCHABD  A.  HABMAN. 


Washington,  D.  C,  July  15,  J9U. 

Hon.  James  E.  Murray, 

Chairman,  Senate  Small  BuKineHs  Committee, 

Senate  Offiee  Building,  Washington,  D.  C. 

Dear  Senator:  By  direction  of  the  Commercial  Tenants  Protective  League, 
of  which  I  am  general  counsel,  I  lay  the  following  information  before  you  for  the 
information  and  use  of  ytmr  committee  in  connection  with  commercial  rentals  in 
the  District  of  Columbia.  .  ^  ,    ^ 

Our  investigations  disclose  that  the  reas<m  for  many  increases  m  rentals  to 
occupants  of  offices  and  stores  is  purely  the  desire  of  real-estate  operator  to  secure 
a  speculative  prt»fit.     To  be  sijeciflc,  let  us  take  a  case  without  mentioinng  names, 

viz ' 

Mr  Owner  buys  a  building  housing  150  tenants  in  offices  and  stores.  He  agrees 
to  pay  a  certain  amcmnt  for  the  building,  of  which  he  pays  some  amount  in 
cash,  the  balance  on  a  first  and  second  trust,  and  such  trust  money  can  be  secured 
at  a  low  interest  rate.  His  gross  rental  income  when  he  takes  title  to  the  building 
is  $100,000  per  annum.  A  month  or  two  after  he  takes  title  he  increases  the  rent 
of  four  or  five  tenants  and  follows  the  same  procedure  each  month  or  two  there- 
after He  knows  the  tenants  cannot  find  vacant  space  to  move  to  and  that  any 
moving  of  a  business  from  one  location  to  another  injures  the  business.  There- 
fore he  knows  the  tenant  must  pay :  the  tenants  on  whom  no  increase  has  yet  been 
levie<l  feel  "we  better  keep  quiet  or  he  will  raise  ours  quick,"  not  realizing  Mr. 

Owner's  game.  _  ^,         ^      ^ 

We  think  the  average  increase  will  run  from  $25  to  $40  i)er  month  as  to  offices, 
and  from  $75  to  $3(K)  on  stores,  or,  an  office  increase  of  from  20  to  70  percent 
and  on  stores  from  30  to  150  percent.  But,  in  order  to  be  conservative,  consider 
that  Mr.  Owner  increases  his  150  tenants  an  average  of  $15  per  month  (and  it  is 
never  that  small).  This  gives  him  an  increased  gross  annual  rental  of  $27,001). 
The  assessment,  upon  which  taxes  are  based,  remains  the  same.  The  $2<.00() 
is  increased  income  to  Mr.  Owner.  He  makes  various  donations  to  chanties, 
pays  his  membership  fees  in  golf  and  country  dubs,  building  owners'  associations, 
etc  from  his  income,  and  becomes  what  is  known  as  "a  good  fellow  and  a  free 
spender."    He  acquires  "pull  and  influence"  thereby.     His  association  bulletins 

boast ' 

"*  *  *  as  long  as  there  was  any  possibility  of  coimnercial  rents  b'^coming 
involved  in  pending  congressional  action,  whether  in  c<niimittee  or  by  aineiulment 
on  the  floor,  the  association  was  watching  day  and  night,  prepared  to  move  quickly 
if  the  occasion  arose,"  (National  Association  Buildlnjj  Owners  and  Managers 
Week's  W(.rk  dated  July  11,  1944,  published  in  Chicago,  111.,  mailed  to  members 

nationally. 

The  same  bulletin,  same  date,  further  boasts : 

"One  observation  that  tickled  us  in  Philadelphia  was  that  members  relying  on 
Week's  Work  often  have  information  about  changes  in  emergency  regulations 
before  local  government  men  knew  about  them.  Several  examples  were  cited 
j^n,l__quite  as  it  should  be— when  the  agencies  in  question  consulted  their  superiors 
in  Washington,  thev  found  that  our  position  was  well  founded.  That  is  one 
advantage  of  having  sources  of  information  at  the  top—or,  better  still,  of  being  in 
on  the  discussions  when  important  decisions  are  made." 

We  feel  that  vour  committee  should  investigate  carefully  to  learn  just  who  or 
what  is  the  "pipe  line"  this  organization  boasts  so  brazenly  of  having  so  that  we 
may  know  where  to  place  the  blame  for  any  reprisals  which  may  be  attempted 
agiiinst  members  of  our  league  if  names  are  disclosed.        ,    „     ^ 

To  revert  to  the  $27,000  increase  in  gross  annual  rental:  Mr.  Owner  desires  to 
sell  his  building  and  take  a  profit.  The  custom  is  that  a  commercial  building 
which  can  be  bou-jht  for  10  times  the  gross  annu.il  rental  is  a  "bargain  —for  11 
times  the  gross  annual  rental  it  is  a  "good  buy,"  and  as  high  as  12  times  the  annual 
rental  is  "reasonable."  Now.  according  to  my  calculation,  10  times  $2<  0  0  is 
$270,000— and  note  that  this  is  the  increase  in  the  sale  price  of  the  building,  or 
cfear  profit  or  "gravy"  to  Mr.  Owner. 
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Consider  the  case  of  William  Brandler,  restaurant,  employing  self,  wife,  some 
relatives— a  small  business — established  about  6  years.  Six  years  ago  he  paid 
rent  of  $200  a  mouth.  This  was  increa.sed,  without  protest  by  him,  until  5  months 
ago  he  was  paying  $250  per  month.  About  4  months  ago  the  building  was  sold 
andthe  new  owner  demanded  a  rent  of  $400  per  month,  but  finally  cut  the  demand 
to  $375  per  month,  provided  Brandler  would  sign  a  5-year  lease,  pay  $4,500  cash 
m  advance  to  cover  the  fifth  year  of  the  lease,  and  pay  his  $375  per  month  regu- 
larly during  the  first  4  years.  This  man  is  arranging  to  go  out  of  business,  as  he 
cannot  pay  any  such  amounts.  His  customers  will  become  an  added  burden  on 
other  eating  places  already  overburdened  with  war  workers.  He  will  be  out  of 
employment.  His  employees  will  have  lost  their  positions.  He  will  lose  his  estab- 
lished business,  savings,  many  years'  work.  The  owner  will  secure  his  $375  per 
month  plus  $15,000  added  sales  price  from  this  one  portion  of  premises  alone. 

We  hope  that  your  committee  will  secure  the  enactment  of  legislation  bringing 
commercial  rents  under  the  control  of  rent  administrators  immediately. 

Further,  we  suggest  that  commercial  rents  be  frozen  as  of  the  date  of  April 
15,  or  April  1,  1943,  whichever  may  be  convenient,  the  reason  for  that  date 
being  that  it  appears  that  the  Office  of  Price  Administration  froze  prices  which 
might  be  charged  customers  as  of  April  3-10.  In  other  words,  the  small  business- 
man is  prohibited  charging  his  customers  more,  but  is  compelled  to  pay  more 
rent  or  go  out  of  business.  We  feel  also,  that  owners  should  be  required  to  refund 
to  tenants  any  amount  charged  in  excess  of  10  percent  above  the  rate  prevailing 
on  January  1,  1943. 

Your  committee  might  also  bear  in  mind  that  any  testimonv  of  real-estate 
interests,  including  real-estate  boards,  should  be  considered  very  carefully 
These  boards,  and  their  executives,  are  supported  in  most  part  by  the  5-percent 
commission  received  by  their  members  on  collections  of  rent  and  sales  from  which 
the  members  pay  their  dues  and  assessments,  and,  of  course,  they  have  a  "Code" 
under  which  members  are  entitled  to  make  as  much  as  thev  can  and  to  keep  the 
members  happy—even,  as  one  of  them  boasts,  "having  sources  of  information 
at  the  top. 

Yours  very  truly, 

rri,    /-I  ri^i  .  .„  Richaw)  A.  Hakman. 

1  ne  Chairman.  1  he  committee  will  now  rise  to  reconvene  tomorrow 
morning  at  10:30  in  executive* session. 

(Thereupon,  at  12:45  p.  m.,  an  adjournment  was  taken  until  10:30 
a.  m.,  Tuesday.  December  5,  1944,  to  meet  in  executive  session.) 


65560-44 Itf 


s  * 


-      ^(C 


•f        #- 


"frfc 


♦ 
if 


*:..•  * 


S«  r 


y^ 


^T    t- 


ic\^  , 


»u;  rf  . 


\.c 


-&-':■ 


ft;' 


,■  --  ..v.. 


COLUMBIA  UNIVERSITY  L  BRARIES 


0044245440 


J? 


^  1 ' 


f^^  % 


,'  » 


»'',*  ■ 


END  OF 
TITLE 


